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Attractive Stock 
Purchase Rights 


Available Through 
Purchase of 


U.S. Clay Products 


Corporation 
10 Year 7% Debentures 


Price 991% and interest 


Ask for circular BI-352 


HLM. Byllesby & Co 


New York Chicago 
111 Broadway 231 So. La Salle St. 
Philadelphia Boston Providence 








You Get 


A Yield of About 9% 


In Cash and Stock Dividends 
From This Strong Security 


The large net earnings of Cities Serv- 
ice Company makes its Common Stock 
a security you can safely buy and 
keep. And you get, if you buy at its 
present price, a yield of about 9% in 
cash and stock dividends. 

This substantial yield is protected by 
an ample and growing margin of earn- 
ings obtained from more than 100 
public utility and petroleum subsidiary 
companies. 

Annual earnings available for Cities 
Service Common Stock and reserves 
have never fallen below 13% in the 
last 10 years. Total assets of the 
Cities Service organization have stead- 
ily increased until they now exceed 


$550,000,000. 
Send for Circular C-15 


Securities Departmen: 
Henr herty 
& ny 


GO WALL ST. NEW YORK. 
BRANCHES IN PRINCIPAL CITIES 
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Our New Plan 


For Representatives 


makes it possible to get many orders be 
cause no money is collected when order is 
taken. 


Your Opportunity 
For Profit 


You can earn a substantial sum by 
acting as our representative in your spare 
time. You will be pleased with our liberal 
offer so lose no time in mailing the coupon 
below. 

Fill This Out Today 





The Financial World 
53 Park Place, New York City 


I would like to receive full particulars of your 
new selling plan and your commission terms to 
spare time representatives. This does not obligate 
me in any way. 


























Tax Refund in Pennsylvania 


Municipal 


Service Company 


Sinking Fund Collateral Trust 
Gold Bonds, Series A, Due 
Feb. 1, 1956 


This Company owns, controls or will 
acquire local operating public utility 
companies serving with electric light 
and power, gas, ice or steam, 187 com- 
munities in Pennsylvania, Maryland, 
Delaware, Virginia and Georgia. 
Balance of consolidated earnings avail- 
able for interest on total funded debt 
of Municipal Service Company over 
3.11 times requirements. 


6% 


Price 96 and interest 
To yield about 6.30% 


Send for circular F-266 


E.. H. Rollins & Sons 


Founded 1876 
BOSTON NEW YORK PHILADELPHIA 
200 Devonshire St. 43 Exchange Pl. 1515 Locust St. 
CHICAGO SAN FRANCISCO 


231 So. La Salle St. 


LOS ANGELES 
1000 California Bank Bldg. 


300 Montgomery St. 
DENVER 
315 International Tr. Bldg. 
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Atchison Railway, 


Light & Power Co. 
Ist & Ref. S. F. 58, 1935 


Underlying closed mortgage of 
Illinois Power & Light Corpora- 
tion of $623,500 followed by over 
$65,000,000 of refunding mort- 
gage and debenture issues and 
$30,000,000 of preferred stock. 


PRICE TO YIELD 5.60% | 








Monongahela 
Valley Traction Co. 
Ist (And Ref.) 5s, 1942 


A first closed mortgage on two 
power plants of 46,250 KW. 
which constitutes 75% of the in- 
stalled generating capacity of the | 
Monongahela West Penn Public | 
Service Co.; also gas distributing 
plants and 70 miles of railways. 
American Water Works and Elec-_ | 
tric Co. controlled. | 
| 
| 
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PRICE TO YIELD 5.50% 


F. J. LISMAN & CO. 


Members New York Stock Exchange ; 
20 Exchange Place New York | 





























For 
March Funds 


From our monthly list, you may buy 

sound Preferred Stocks yielding up 

to 7.10%, and good investment bonds 

yielding up to 7.00%. Before put- 

ting your funds to work, consult 
our March list. 


Ask for folder F.M.-20 
HORNBLOWER & WEEKS 


ESTABLISHED 1888 
42 Broadway, New York 
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PORTLAND DETROIT 


Members of New York, Boston 
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ECONOMIC TRENDS IN THE 








Have al 


History abounds in stories of 
men who at the dawn of the great 
industrial era in this country, 
pulled up stakes and left New 
York, Boston, Philadelphia, and 
other eastern centers because, 
they said, “these cities are as large 
as they can ever become; all the 
opportunities here are gone.”’ 


So rapid has been the rise of 
the electrical industry that it 
takes a phenomenal development 
like radio to remind men how 
young the industry really is, and 
what boundless fields of service 
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the big Electrical 


Discoveries been made ? 


ELECTRICAL INDUSTR 










> WESTINGHOUSE 
f COECTANC 
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surround it on every side. 

Four years ago radio meant 
as little to the average American 
citizen as do the theorems of 
Calcuius. Today it approaches 
being a necessity. Last year’s 
sales of radio apparatus reached 
the astounding total of $350, 
000,000. In all the annals of 
business this feat of literally pick- 
ing a gigantic industry out of the 
air goes unparalleled. 

Yet radio is merely one corner 
of the huge world which electrical 
genius is exploring. 


WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY 
EAST PITTSBURGH, PA. 


_ Westinghous 











It was back in the days of wireless that two Westinghouse men, to 


settle an argument over the accuracy of their watches, built a simple 
set of radio receiving apparatus. Out of their experiments came KDKA, 
the pioneer broadcasting station of the country. Other Westinghouse 


stations are KYW, WBZ, KFKX. 
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| THE IE FINANCIAL WORLD 


“The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
s long as it lings te — Wdeal i it can count spon the support ot the investing public. 
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The Trend of Things 


@ Current trade reports indicate that business continues at a rate above 
seasonal expectations. Car loadings, bank clearings, steel production, ; 
automobile sales, electric power output are all reported higher than at the 
same time last year; 
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C The credit situation is definitely swinging into a more favorable position 
from the long term point of view. Commodity prices continue to decline : 
: and the long term prospects for lower interest rates is thus becoming 
more favorably defined. This is highly favorable to bonds and sound 
income producing securities and to the earnings of the rails and public : 
utilities. It is unfavorable to most industrial companies; : 


@ The European situation presents a very mixed aspect with the failure to 
seat Germany in the League and thus ratify the Locarno peace pact. 
One thing is becoming clearer and that is that competition from Europe 
will play its part in forcing lower prices for many articles in this country ; 


@ While bonds and what might be termed strictly investment stocks were 
firm a broad decline took place in the more speculative issues, especial- 
ly in stocks of manufacturing companies. We are getting rather defi- 
nitely into an investment market and out of a speculative market. 


URRENT trade reports continue well it is highly probable that profit mar- and there appears no near term prospect 

‘5 quite satisfactory indicating a gins of many industrial companies are of any reversal in the present downward 

é volume of business in excess of a much less satisfactory. Declining com- course. These very factors on the other 
_ |) year ago. While volume is holding up modity prices are distinctly unfavorable hand are favorable to lower interest rates, 








Average Prices on the New York Stock Exchange 


1920 i92i 1922 _ 1923 | 1924 _ 1925 JAN FEB. MAR_APR_MAY JUN JUL_AUG. SEP OCT NOV DEC 


ke : TM1926 
) |=] = 23 RAILROADS il 
) |S] — 18 INDUSTRIALS 


(USING THOMAS GIBSON AVERAGES) 
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higher bond and investment security prices 
and better earnings for rails and public 
utilities, 

Action of increasing the dividend rate 
on Chesapeake & Ohio accompanied by 
the ending of the interlocking directorates 
in the component parts of the Nickel 
Plate merger indicate first that the Inter- 
state Commerce decision is being heeded 
and second that a setup is being made 
which will make possible filing a revised 
reorganization plan. Minority interests 
have expressed themselves satisfied with 
the dividend action and have received rep- 
resentation on the C, & O. directorate. 


The stock market again gave evidence 
during the past week of a definite trend 
toward investment securities and away 
from speculative issues. Rather sharp de- 
clines featured some of the speculative 
manufacturing stocks probably on the 
theory that lower net earnings reports for 
the first quarter will be awaited with un- 
usual interest. 


* * * 


@ The Business Prospect 


* * * 


HERE appears to be considerable con- 

fusion of thought in discussing the 
business situation. Reports that business 
is unsatisfactory, arising in individual lines, 
when traced down really mean that the 
profit margin is poor. They do not mean 
that the total volume of business is poor. 
As a matter of fact we have rather con- 
clusive evidence that total business volume 
is at a rate above normal expectations. The 
car loadings, bank clearings, steel produc- 
tion, General Motors sales to users during 
the first two months of 1926, output of 
electrical power companies in March and 
other current data very clearly indicate 
that distribution and consumption of goods 
is at a higher rate than at this time last 
year. With labor fully employed at wages 
representing high purchasing power there 
is every reason to expect a high rate of 
consumption and it is consumptive demand 
which under existing hand to mouth buy- 
ing conditions regulates production. The 
near term business prospect continues fav- 
orable and the longer term prospect is de- 
pendent on the volume of new construction 
and the forthcoming crops. 


* a aK 
@ The Credit Situation 


? pee all important credit situation is 
getting into a more and more favor- 
able position. Time money rates on col- 
lateral declined to 4% per cent during the 
past week, the lowest rate since last fall. 
There is no question as to the probable 
long term trend in interest rates. That 
is rather definitely downward. There has 
been considerable difference of opinion as 
to the nearer term future. However, the 


_ liquidation of collateral loans brought on 


by the recent break in the stock market 
and the very definite trend toward buying 
on an investment instead of a speculative 
basis along with the prospects for lower 
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commodity prices and a continuance of 
hand to mouth buying remove the prob- 
ability of any credit strain. Ample money 
is available for legitimate business at sat- 
isfactory rates. With investment capital 
growing at an estimated rate of from 8 to 
10 billions yearly and with large interest 
and principal payments being made by 
foreign debtors we appear quite definitely 
¢o be facing an era of easier money. As 
the state of credit is the greatest single 
factor affecting security prices a very clear 
basis is thus presented upon which to pur- 
chase stocks and bonds. This is outlined 
in detail in several articles in the current 
issue of THE FINANCIAL WorLp. 


* * * 
@ Foreign Affairs 
* * * 


AILURE to get Germany into the 

League of Nations and its threat to 
the Locarno peace pact is rather clearly 
indicative of the individual jealousies that 
still exist in Europe. On the other hand 
there is little question but that Europe is 
gradually getting into a more normal posi- 
tion. There is little question but that the 
competition from industrial Europe will 
have to be reckoned with. This competi- 
tion will doubtless result in lower prices 
for manufactured articles. 


* * * 
@ The Railroads 
x * * 


HE railroads are thoroughly discussed 

in the current issue. They are favor- 
ably affected by lower interest rates and 
lower commodity prices. Recent dividend 
increases on the part of Pere Marquette, 
Chesapeake & Ohio, Hocking Valley, New 
York, Chicago & St. Louis and on Mis- 
souri, Kansas & Texas preferred are sym- 
tomatic of the improving status of the rails 
and the confidence of the managements in 
the stability of current earnings. 


* * * 
@ Public Utility Stocks. 
* ok Ok 


SHARP decline has taken place in 

many public utility common stocks. 
On the other hand public utility preferred 
stocks of the same companies have either 
held their own or advanced. This is very 
clear evidence of the fact that we are 
now entering an investment market and 
leaving a speculative market. Commit- 
ments based on investment reasoning, i. e., 
future interest rates and the probable 
future value of capital, and applied to 
sound securities with a yield above current 
interest rates can now be made on a very 
safe basis. There are very good oppor- 
tunities to apply this doctrine to the public 
utility preferred stocks. Thirty were rec- 
commended in the December 19 issue of 
THE FINANCIAL Wor tp and are again to 
be found in the current issue. 

* x x 


@ Status of Copper 
* * x 


OPPER 
prices. 


is selling around pre-war 


Reviving Europe should in- 





crease consumption and the statistical posi. 
tion of the industry is good. Productive 
capacity is above current consumption, but 
if the high cost producers continue cur. 
tailing the present price level of around 
14c. can readily be maintained. Tue 
FINANCIAL Wortp has for a number of 
years advocated purchase of the high yield- 
ing low cost copper stocks. Stocks such 
as Cerro de Pasco, Kennecott, American 
Metals, Magma and Chile all afford yields 
of better than 7 per cent and have a prob. 
able long life. They can maintain the cur- 
rent dividend rates on even lower copper 
prices than those now prevailing and are 
in position to respond to any advance. 
* * * 


@ Industrial Stocks 


* * * 


T is impossible to intelligently discuss 
I all industrial stocks under a single 
heading as not only are the various groups 
subject to varying influences but individual 
stocks in the same group move in contrary 
directions, Generally speaking the pros- 
pect tor declining commodity prices is un- 
This is 
clearly shown in the remarks of the pres- 
ident of the American Woolen Company 
which are quoted on page 370. Generally 
speaking the price level is high. U. S. 
Steel, one of the strongest industrials, 
earned less in 1925, the biggest year in its 
history, than in 1923 and about the same 
as in 1902. Generally speaking most in- 
dustrial stocks are still selling on a specu- 
lative basis rather than an investment basis. 
One good rule to bear in mind is that those 
industrial stocks which will afford a yield 
of over 6 per cent, and which are close to 
the ultimate consumer, are in a_ better 
position than those who depend upon mid- 
dlemen to effect the sale of their output. 


favorable to industrial companies. 


* * * 


@ The Securities Outlook 


* * 


E are getting a clearer and clearer 
W picture of the securities outlook. 
Just as the years since 1921 have offered 
splendid speculative opportunities 
now we appear to be entering an era where 
the opportunities will be found on what 
can be termed a strictly investment basis. 
This is amplified by Mr. Guenther and the 
other articles appearing in this issue which 
make specific recommendations as to the 
proper employment of capital in the longer 
term era of declining commodity prices 
and interest rates we appear to be enter- 
ing upon. While the speculatively minded 
investor probably made the biggest profits 
out of the market in recent years (and 
possibly kept them) it has become quite 
clear that the investment minded investor 
will be in the soundest position from now 
Continue to give first place to good 
yielding rails, public utility preferred 
stocks and the low cost good yielding 


many 


on. 


coppers. 
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Profiting From This Market 


@ Certain fundamental factors indicate a considerable contrast between the 
trend of the present stock market to that prevailing throughout 1925. 
These changes and the inferences they suggest are analyzed; 


@ The result of Mr. GUENTHER’S conclusions are most interesting pointing 
out clearly as they do the only course conservative investors can adopt 
towards a market filled with complexities; 


@ By showing that the present market is rounding into a strictly investment 
market as contrasted with a speculative one the only position that can be 
assumed to assure the investor a profit on his capital is pointed out. 


HEN the tide is running strong 
W even the weakest can swim along 

with it. The tide, or what is 
styled the trend of a market, throughout 
last year was well defined and was stead- 
ily flowing toward higher level of values 
for the majority of securities. 

Here was a situation, one that does not 
arise frequently, where it was compara- 
tively easy for people to make profits from 
speculation. It did not require any strain 
upon the intelligence to select securities— 
a statement easily confirmed by the ad- 
vances in stocks that in a more conserva- 
tive market could never have risen to the 
point they did. 

Because of this unusual condition a ten- 
dency developed in the public mind to re- 
gard values with less consideration than 
they deserve and to chase after the elusive 
wisp of rising quotations. This is a reck- 
less state of mind to acquire—one which 
involves considerable risk for a day of 
settlement eventually arrives when the hot 
air is extracted from inflated speculation. 

Acute Readjustment 

What happens then is already recorded 
in the sharp decline produced by the acute 
readjustment the market has undergone 
since the beginning of the year and which 
was accentuated by the painful landside 
that occurred in the first few days in 
March. Those who had good profits in 
overvalued securities in many instances by 
comparison with the quotations prevailing 
last October now count losses instead of 
gains. A great many have seen this trans- 
formation in their market status, 

From all present appearances the market 
for 1926 will present an entirely different 
aspect. It will not be so easy to ride along 
With its tide, or trend, for it will follow 
conflicting currents, and there will be many 
teadjustments. For that very reason the 
imvestor who expects to profit out of it 
Must realize how paramount it has become 
to exercise the keenest discrimination in 
the selection of his commitments. 

Th looking back upon the cause respon- 
sible for last year’s remarkable rise in se- 
curity values we find it was the reflection 
of a decided revival in business. To this 
development car loadings plainly pointed 
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and so did other fundamental factors. All 
this the stock market functioning as a 
trade barometer was discounting. 

Now looking forward we can well ask 
ourselves if this gain in business will be 
continued. If further increases are to be 
recorded we can safely say 1926 will be 
an exceptional business year, but of this 
at present it gives no sign. Most business 
men will be satisfied if 1926 proves by com- 
parison equal to the previous year—and 
that will largely depend on the outcome 
of our harvest—an uncertain factor to 
calculate on at this time when the crops 
are still in the seed. Trade is slightly 
above normal not to an extent that it is 
causing any strain on our credit situation. 


Several other fundamental factors should 
be carefully considered if the investor is 
to form a conservative appraisal of the 
market’s prospects and uncertainties. The 
hand to mouth buying which continues to 
prevail provides evidence that neither 
merchants nor manufacturers are stocking 
up with inventories. They are pursuing 
a cautious attitude in their businesses. 

Competition in trade is constantly grow- 
ing keener. Evidence of this situation 
is provided by the tendency towards cut- 
ting prices to the consumer. This tend- 
ency can mean nothing else than an in- 
creased volume of business on a smaller 
margin of profit in order to maintain profits 
earned in the past. In certain instances 
where corporations have increased their 
outstanding capital this accomplishment will 
prove more difficult than where corpora- 
tions have been content to continue their 
operations on a conservative capital struc- 
ture. 


Recently our imports have been increas- 
ing rapidly. The significance-of this change 
in our international trade is apparent. It 
denotes that Europe with her very much 
lower labor and operating costs is becom- 
ing more of a competitor and her competi- 
tion can only be contented with through 
increased efficiency on the part of our 
manufacturers. 

In the main I have cited the most im- 
portant economic factors that should serve 
us as a dependable guide in our attitude 
towards the market. If they advise us at 


—THE EDITORS. 


all they tell us with a force which permits 
of no argument how needful it is to ex- 
ercise caution and discriminating judgment 
in the selection of investments. 

Inasmuch as capital is profitless unless 
remuneratively employed the natural ques- 
tion investors will ask is “How, then can 
I profit from this market?” 

This query can be broadly answered by 
investing capital in dependable income pro- 
ducing securities—and sticking closely to 
this safe principle until the market agains 
provides substantial evidence that it is ex- 
pressing our entrance into another well 
defined period of business expansion. This 
brings up the question of the probable fu- 
ture of interest rates. 


Profitable Course 


That such a course can be pursued 
profitably is indicated by a clue to the 
money market provided by the recent Gov- 
ernment financing. The Treasury offered 
a large issue of Federal bonds on the basis 
of less than 334 per cent the lowest rate 
for several years and the issue was over- 
subscribed. The success of the offering 
made it evident that the bankers of the 
country looked forward to an extended 
period of cheap money in which I concur. 

If these expectations are realized—and 
there is no reason why they should not 
be—the natural sequence to follow this 
situation is for income producing stocks 
with established dividend and earning rec- 
ords to draw much closer in their yields 
to bond incomes. This is a natural tend- 
ency. 

While I have outlined the general prin- 
ciple which I would suggest as a means 
of profiting from this market at the same 
time it is just as well also to point out 
several intermediate factors the observ- 
ance of which is important to its success- 
ful adoption. 

It will be necessary for investors to ex- 
ercise discriminating judgment in their ap- 
praisal of income producing securities. 
Because a stock pays a good rate of 
dividend is no assurance of its safety and 
continuance. The dividend must be stud- 
ied from the standpoint of the company’s 


(Please turn to page 378) 
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q| Middle West Utilities— 








An Attractive Utility Purchase 


Cc 


progress throughout the middle west; 


1925; 


Company is in exceptionally strong financial position and making rapid 
Earnings of $15.66 a share are reported on the common stock for the year 


The preferred issues are obtainable on an attractive yield basis with the 


speculative opportunities favoring the 7 per cent cumulative issue. 


RECENT analysis of a _ public 
A utility company in the far west 

brought out impressively the fact 
that while there was a general prosperity 
being enjoyed throughout the country it 
was only second to the progress being 
made by those who are furnishing gas and 
electric service to the nation. Another ter- 
ritorial index of this prosperity was given 
this week in the report of the Middle 
West Utilities Company, a large power 
producer of the middle west. The com- 
pany serves about 1,500 communities 
throughout the states of Illinois, Wiscon- 
sin, Michigan, Indiana, Kentucky, Ne- 
braska, Missouri, Oklahoma and Texas. 
It is the holding company for more than 
40 subsidiary public utility concerns. 


The past year was a very satisfactory 
one for the company as the gross earn- 
ings increased over 46 per cent in compari- 
son with those of 1924, It is fitting be- 
fore going further to make mention of 
general business conditions throughout the 
territory, if for no other reason than to 
emphasize the splendid showing made. 
The depression in the coal trade seriously 
affected the power sales of many of the 
companies that supply that industry with 
energy. A protracted drouth over a large 
area deprived many of the companies op- 
erating hydro-electric properties of a sub- 
stantial propcrtion of their normal elec- 
tric output from this source. The total 
gross reported by the subsidiaries was 
$60,489,856, an increase of $19,087,249 
compared with last year. The total in- 
come of Middle West amounted to $9,- 
960,386, an increase of $2,486,922 or 33.3 
per cent. 


Favorable Earnings 


After payment of preferred and prior 
lien dividends, interest and administration 
expenses the surplus earnings amounted to 
$4,267,820 or the equivalent of $15.66 per 
share on the outstanding common stock. 
It is this fact that makes the common 
stock of Middle West the exception in 
this popular group, earning as it is 13.5 
per cent of its current market price of 
around $116 a share. This showing com- 
pares with $14.43 earned in 1924 and 
$11.62 in 1923. 


The company was able to report a very 
strong financial condition. Cash in the 
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bank was $2,182,365 compared with cur- 
rent indebtedness of only $4,337. 

The funded debt was reduced from $5,- 
765,600 at December 31, 1924, to $1,204,- 
000 at December 31, 1925. This amount 
represents the remaining Twenty-Year 8 
per cent Secured Gold Notes, Series “C”, 
which are not callable until July 1, 1926. 
During 1925 the Series “A” and Series 
“B” Secured Gold Notes, due September 
1, 1935 and December 1, 1940 respectively, 
were called for redemption. 

To care for the rapid growth of their 
business, the subsidiary companies ex- 
pended for new construction $29,408,857, 
an increase of $2,579,834 over 1924. This 
should find favorable reflection in future 
earnings. 

Assets of the Middle West Utilities 
Company were $82,368,482, an increase of 
$12,520,429 over 1924. 

Customers served by subsidiaries on De- 
cember 31 were 848,474 as compared with 
543,401 in 1924 and represent an increase 
of 56.2 per cent over the preceding year. 

Output of electricity was 1,498,057,571 
kilowatt hours compared with 1,009,585,- 
853 for the preceding year, and represents 
an increase of 209 per cent in a five-year 
period. 

The payment of dividends on the Com- 





€ Samuel Insull 
Chairman of Middle West Utilities 





pany’s common stock at the rate of $5 
per share per annum began with the pay- 
ment of $1.25 per share on May 15, 1925, 
Subsequent to the ending of the fiscal year, 
dividends on prior lien stock were in- 
creased to $8 per share per annum and on 
common stock to $6 per share per annum. 
All three classes of Middle West Utili- 
ties Company stocks carry full and equal 
voting rights. 

At the end of the year, the Middle West | 
Utilities Company and_ subsidiaries had 
144,092 stockholders as against 87,927 
stockholders in 1924. There were, in ad- 
dition, 8,749 people in the process of be- 
coming stockholders on deferred payment 
subscriptions. 

The advantages to be had from cus- 
tomer ownership are apparent in many 
forms in the progress being reported by 
the company. Sales of electrical and gas | 
labor saving equipment totaled in the year 
$4,087,721, an increase of $1,439,031, or 
54.3 per cent over 1924. The significance 
of this activity is understood when con- 
sideration is given to their current con- 
suming qualities which contribute bene- 
ficially to the output of the company and 
to equalizing the distribution of loads. 

The low yield basis upon which the 
common stock is at present selling with | 
the price at $116 is reflecting to a large | 
extent the possibility of further increased 
payment which would appear justified © 
with earnings of $15.66 a share applicable 7 
to the stock. The yield at these prices is 
about 5.2 per cent. 


Preferred Attractive 


In line with the policy of THe FINAN- © 
cIAL Wortp the preferred stocks around 
present levels of $117 for the prior lien 
and $108 for the 7 per cent cumulative 
have greater attractiveness with respect to 
yields of 6.8 and 6.5 per cent, and the ad- 
ditional advantages to be obtained in the 
greater security of principal. The splendid 
position of the common stock fortifies the 
values in the preference issues. 

The company proposes to submit 10 
stockholders at the annual meeting © 
March 30th the question of the adoption 
of an amendment to the company’s char- 

(Please turn to page 382) 
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Some Real Light on the Rails 


@ Why are the rail stocks the most under- 
valued group in the entire list? What are 
the broad fundamentals underlying the 


rail situation? 


€ How can values be determined and what 
unusual speculative possibilities are pres- 
ent? What are the best buys for the aver- 


age investor? 


@ In view of the present state of the market 
this article is worth reading as is also the 
following one, which will go into detail 
regarding the more speculative aspects of 


the situation. 


By FREDERICK HANSSEN 


been referred to in THE FINANCIAL 

Wortp as the most undervalued 
group in the entire list. This is a very 
important statement for this publication 
to make because it is constantly preaching 
the doctrine of buying values, Judging by 
correspondence with many subscribers the 
underlying fundamentals which make the 
rails in our judgment the most under- 
valued securities are not very clear to 
them. 

I have discussed the status of railroad 
stocks and the railroads themselves at 
length at various times in THE FINANCIAL 
Wortp. Mr. Guenther has given this 
group very liberal representation in his 
numerous bargain lists. There has not 
been a single dividend decrease in any of 
the railroad stocks Mr. Guenther has rec- 
ommended and all were recommended when 
selling at prices to yield 7 per cent or 


( . T railroad stocks have repeatedly 


more. In fact some were recommended 
when the yield was nearly 10 per cent. 
There have been numerous dividend in- 
creases and for reasons I shall presently 
outline it is my judgment more are in 
prospect. 

To get a little background. In the pre- 
war days rail stocks on the average sold 
higher than the industrials. Some rail- 
roads were able to finance with bonds car- 
rying but a 3 per cent interest rate. Ris- 
ing commodity prices during the war and 
post-war inflation period brought on high- 
er interest rates, higher operating expenses, 
and lower prices for rail securities. In- 
terest rates reached their peak in the de- 
flation period of 1920-1921 when liberty 
bonds sold in the eighties. Since then the 
broad trend of interest rates has been 
downward. Commodity prices reached their 
peak in the post-war inflation period; de- 
clined very sharply in 1921; advanced 





sharply until about the end of 1922 and 
since then their course has been broadly 
downward. 

The normal course of commodity prices 
is downward because invention is constantly 
making production cheaper, which lower 
cost is passed on to the consumer. In 
this era of quantity production by ma- 
chine the striving is ever for larger vol- 
ume on a smaller profit margin per unit, 
because as the price is reduced new strata 
of consumption are reached. 

Now then, as pointed out by our bond 
editor last week, we find interest rates 
substantially above pre-war figures; we 
still find average commodity prices sub- 
stantially above pre-war figures. Barring 
the unforeseeable every probability points 
to a downward course in both during the 
next ten years. Just as the railroads (and 
public utility companies and bond prices) 

(Please turn to page 385) 
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Outlook for Commodity Prices 
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HERE is now very little probability 
; that we will have a sustained rise 
in commodity prices generally for 
many years to come. The natural trend 
of commodity prices is downward wuless 
some powerful influence intervenes to over- 
come this trend. The war, of course, 
pushed commodity prices up rapidly, as 
did also the post-war inflationary spasm. 
For some years prior to the war, the rap- 
idly increasing world’s supply of gold had 
the same effect in a more gradual and in- 
siduous way. But we now have an ab- 
normally high level of commodity prices— 
figuring from a world-wide standpoint— 
and the influences which have created this 
high level have either disappeared or are 
disappearing, or, in the case of the world’s 
gold production, have been suspended. 
Barring another war or a sudden increase 
in the world’s gold supply, we may con- 
fidently look forward to a long period of 
gradually declining commodity prices, 
broken from time to time by advances in 
certain commodities, subject to perennial 
changes in supply, e. g., agricultural prod- 
ucts and cotton. 


Foreign Competition 


As to foreign trade, it does not appear 
possible to me that we can escape severe 
competition and a reduction in the profit 
margin of a number of our important man- 
ufacturing enterprises, such as steel and 
iron, electrical machinery, automobiles, 
farm machinery, railroad cars, etc. In the 
four cases last referred to, the falling off 
is more likely to be a negative than a posi- 
tive proposition. That is, we will not im- 
port electrical machinery, automobiles, 
freight cars or farm machinery heavily, 
but more of these things will be made 
abroad and fewer of them purchased here. 
In steel and iron, the outlook is somewhat 
‘different. Germany has a very large steel 
and iron capacity and must, in fact, export 
heavily to other countries if she is to take 
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What is the future trend of commodity prices? 
What are the factors that control and what are the 


present influences? 


Will foreign trade soon assert itself and again become 
a competitor of our industrial enterprises? 


Is there any apparent economic danger to the general 
business prosperity of the United States in this re- 


newed competition? 


Read Mr. Gibson’s views on this interesting subject. 


How are securities to be effected in the light of price 


readjustments? 


By THOMAS GIBSON 


care of her huge outside chligations. The 
cost of labor is lower abroad and is likely 
to remain so far at least a few years. This 
is also true of other foreign countries. 


It should not be understood that this sort 
of competition is an economic danger, so 
far as the wealth, general business, and 
consumptive power of the United States 
is concerned. We can well afford to see a 
long period of excess imports now, aS we 
have about one billion dollars a year com- 
ing to us in interest and dividends on pub- 
lic and private debts owed us abroad. 
Nor would an increase in imports or a re- 
duction in exports adversely affect our 
sales of raw materials—copper, cotton, etc. 
On the other hand, it would help such 
lines, partly because of the increased pur- 
chasing power of the foreigners, and part- 
ly because we produce such a large pro- 
portion of the world’s supply of many es- 
sential commodities that their increased 
manufacturing would call for more of 
our products. The detailed report of for- 
eign trade in 1925 is not yet available, but 
when it is, it will probably be found that 
certain distinct changes are already at 
work, 


Seeking Reduction 


Mr. J. D. Shatford, chairman of the 
Railroad Owners’ Association, which rep- 
resents one-sixth of all railroad stockhold- 
ers in the United States, appeared on 
March 6 before the Senate Interstate Com- 
merce Committee asking for a reduction in 
interest rates on the 6 per cent rate now 
paid the government by the St. Paul com- 
pany. In the course of his remarks, Mr. 
Shatford made a statement which I shall 
quote here, as it has a bearing on the com- 
ments already offered. Mr. Shatford said, 
in part: 

“It is my opinion that interest rates will 
be so low in the next five to ten years that 
the government will be able to borrow 


—THE EDITORS. 


money at from 2% to 3% per cent, and 
that financing may be done by companies 
in good credit on a basis of 3 to 4 per 
cent at the most. I base my conclusions on 
the belief that we are increasing in wealth 
some ten or twelve billions annually, that 
our income by way of interest and prin- 
cipal payments on debts due us by foreign 
governments and peoples will amount to 
many hundreds of millions a year, that im- 
migration is practically shut off, and back- 
ing up in the countries from which they 
formerly came, causing a great over sup- 
ply of labor in these countries and reduc- 
ing its cost, thus maintaining the cost of 
labor in this country, and to that extent 
preventing our growth and development, 
and that Europe is rapidly recovering, 
which recovery will cause our products, 
manufactured and otherwise, because of 
the low cost of labor which is now from 
one-fourth to one-half the cost of ours, 
and likely to grow still less, to be dis- 
placed to a considerable extent in many 
markets of the world, thus causing a re- 
cession in business, making a lessened de- 
mand for money, which will influence in- 
terest rates to decline. In fact, I look for 
the greatest economic war in history to 
develop and rage within the next few years. 
What the result of such will be on our 
business can readily be visualized. As- 
suming such to become a fact, it will be 
evident that a rate of 4 per cent, running 
over a period of 40 years, would be profit- 
able to the government.” 


Need Not Worry 


I think Mr. Shatford paints the eco- 
nomic results of foreign competition if 
too sombre colors, but if he is right about 
the future course of interest rates, we need 
not worry. In fact, his whole argument, 
boiled down, is that interest rates will fall, 
which cannot possibly mean anything but 
that prices of income bearing securities will 
rise. 
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Armour Reports a Lower Net 


« The decline in net earnings of Armour & Co. 
in 1925 was due to conditions in the Argentine 
and lower produce prices; 


« Volume of business showed a big gain and the 
outlook for 1926 is better with the company 
striving for further economies; 


@ The preferred and Class “A” stocks are selling 
on an attractive yield basis with dividends 


reasonably safe. 


ESPITE the fact that Armour & 
D Company’s sales reached the im- 

pressive volume of $900,000,000 in 
1925 compared with $800,000,000 in 1924 
and 1923 the net earnings reported by the 
company declined from $18,310,000 to $14,- 
451,000. These earnings, after allowing 
for dividends on the preferred of Dela- 
ware and the preferred of Illinois, were 
equal to $2.60 per share of class A stock 
compared with $4.50 in 1924. 

In other words the dividend was earned 
with a relatively small margin to spare. 
There are outstanding 2,000,000 shares of 
class A and an equal amount of class B. 
The class A is entitled to $2 in dividends 
before the B receives anything. After the 
B receives $2 a share both share alike in 
any additional dividend payments. 

The adverse earning report of the com- 
pany is largely attributable to unfavorable 
conditions prevailing in the Argentine and 
a sharp drop in packing house products 
toward the close of 1925, which necessitated 
taking some inventory losses. The com- 
pany’s inventory amounted to $118,000,000 
at the close of 1925, compared with $111,- 
000,000 at the close of 1924. Some of the 
company’s activities, notably in the fertil- 
izer and leather field, were on a more 
profitable basis. 


Narrow Profit Margin 


Based on the foregoing figures of sales 
and profits it is apparent that the packing 
industry operates on a very narrow profit 
margin. With $900,000,000 in sales and 
net of less than - $15,000,000 the company 
retains for its stockholders less than 1%c. 
out of every dollar of sales. Despite a 
gain in inventory and notes payable actual 
interest payments decreased during the 
year, indicating a better credit condition 
for the company. 

There is little question but that volume 
of business will be good in 1926. There 
is little question but that Armour has an 
aggressive and efficient management which 
will make every effort to perfect further 
Operating economies during the coming 
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year. It is doubtful that the same adverse 
conditions that were operative last year will 
again repeat during the coming year. It 
is more probable at this writing that a 
better profit margin will be realized. If 
for instance the same profit margin could 
be realized in 1926 that was realized in 
1924 and volume of sales would be the 
same as last year, namely $900,000,000, then 
a net of $20,400,000 would be realized, 
which, after preferred dividends, would 
leave more than $10,000,000 applicable to 
the class A stock, or more than $5 per 
share, or $2.50 on the combined A and B 
stocks outstanding. 


The company is apparently pursuing a 
very conservative accounting policy as 
fixed assets are carried at $219,921,000 at 
the close of 1925, compared with $221,751,- 
000 at the close of 1924. Depreciation 
charge out of earnings was $9,197,000 last 
year, a slight increase over that of the 
previous year. Company’s notes payable 
are still high, but substantially lower at 
the $40,000,000 mark than they were at 
the close of 1923, when they amounted to 
$58,000,000. As a matter of fact the com- 
pany has greatly strengthened its current 
asset position and at the close of 1925 had 
a net working capital of $146,000,000, com- 
pared with $121,000,000 at the close of 
1923. To a large extent this has come 
from surplus earnings and to a lesser ex- 
tent from depreciation charges, as book 
values of fixed assets has decreased from 
$229,000,000 at the close of 1923 to $220,- 
000,000 at the close of 1925. 


Better Public Feeling 


F, Edson White, president of the com- 
pany, says: 7 


“A further reflection of the satisfactory 
effect of a growing understanding on the 
part of the public with respect to our 
functions, problems, methods and _ policies 
is to be found in the ever-increasing dis- 
semination of ownership of our capital 
stock. More than 80,000 persons, in all 
walks of life, own Armour & Co. Thus 
is being realized the policy declared three 





years ago that Armour & Co., instead of 
being a family-owned corporation, should 
be owned in largest possible part by its 
employes, its customers and the public. 


“I am pleased to report that a majority 
of our 60,000 employes are owners of stock 
in our company, and that our relations in 
general with our employes continue upon 
a most satisfactory basis. During the past 
year we extended our group life insurance 
plan so that our hourly paid employes, who 
were not previously included, are now pro- 
tected against the result of accident, sick- 
ness, or death. 


Marketing Problems 


“Your company marketed within the 
United States practically the whole of its 
production during the past year. Condi- 
tions in Europe did not offer a market to 
encourage exports, and the interests of 
the American producer were accordingly 
better served by marketing surpluses in 
this country, even at reduced prices, rather 
than in sacrificing them abroad. The 
American consumer also profited from this 
policy. 


“The effort of your management to ei- 
fect steady reductions in unit operating 
costs yielded excellent results during the 
year. A substantial portion of 1925 prof- 
its was the result of economies in opera- 
tion. The nature of our business compels 
us to buy raw materials at open market 
prices, and to sell finished product on a 
similar basis. Opportunity to profit lies 
between these two market levels, and every 
reduction in cost which we are able to 
effect adds just that much to our profits. 
The gains which arise as a result of 
economies in operation are of permanent 
value and therefore much more satisfac- 
tory than the gains which result from mar- 
ket fluctuations. 


“Fertilizer business realized large sales 
paid for upon approximately a cash basis. 
Formerly it was the practice of the indus- 
try to sell on long term credit, and great 
losses often resulted. 


“Leather business, too, was more favor- 
able than in 1924, and satisfactory profits 


(Please turn to page 391) 
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Reports Improvement in 1925 


¢ 
preferred dividend 


requirements ; 


Earnings in 1925 showed a big gain over those of 1924, but failed to meet 


The past year was not a particularly favorable one to the industry and the 


progress shown resulted from rigid economies on the part of the manage- 


ment; 


Company is in strong financial condition and current indications are that 
1926 will prove a more prosperous year than 1925; 


Management is desirous of maintaining unbroken dividend record on pre- 


ferred and prospects are favorable. Current yield on preferred is 814%. 


FINANCIAL Wor_tpd, when American 

Woolen preferred stock was selling 
around $82 per share and the common 
around $39, the situation was analyzed and 
the opinion expressed that the preferred 
dividend was reasonably safe and that the 
company had probably turned the corner. 
However, speculation in the common was 
advised against. Subsequently, Mr. Guen- 
ther included the preferred stock in his 
bargain list. 

The annual report for 1925 (the com- 
pany unfortunately reports its earnings but 
once a year) shows an operating profit of 
$3,051,000, before depreciation, or slightly 
more than $6 a share on the preferred, 
compared with a deficit of $4,025,000 in 
1924. The year 1925 was a difficult one, 
even though conditions were somewhat bet- 
ter than in 1924. It unquestionably was 
the policy of the new management in 
drastically curtailing expenses which made 
possible the very substantial gain of more 
than $7,000,000 in net compared with 1924. 


I: the July 25, 1925, issue of THE 


A Trying Year 
In connection President 
states: ; 

“The year 1925 was another trying year 
in the manufacture and sale of woolen 
and worsted fabrics. While conditions were 
generally more favorable than in 1924, only 
through the most rigid economy and care- 
ful co-operation between the management 
and the employees has it been possible to 
show even a small profit after all charges. 
Published reports of other major textile 
concerns engaged in the same competitive 
field as ours testify to the adverse condi- 
tions under which business was conducted. 

“For the greater part of the year busi- 
ness was done on a fall raw material mar- 
ket, wool on the average declining about 
35 per cent during the twelve months. The 
fact that a manufacturing company of this 
size in the face of such a trend was able 
to complete the year with a profit, however 
small, is in one sense remarkable. The 
wool market now appears to be on a more 
stable basis,” 

The financial condition of the company 
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underwent but slight improvement during 
1925, although direct comparison is diffi- 
cult because the 1925 report consolidates 
with the Shawsheen and Webster Mills. 
Bank loans are still above the $11,000,000 
mark. Current assets are very substantially 
in excess of current liabilities, amount- 
ing to about $88,000,000, compared with 
$19,000,000 of current liabilities. Net 
working capital is thus $69,000,000, from 
which must be deducted funded debt of 
$13,100,000, leaving $55,900,000 in net 
working capital to apply against $50,000,- 
000 of preferred stock. In other words 
after providing for all current liabilities 
and funded debt there is still $106 in net 
quick assets to apply against every share 
of preferred stock. After this there are 
plants and mill fixtures which, after de- 
preciation, are carried at $57,763,000 or 
again more than $100 in fixed assets back 
of each share of preferred. Quite obvi- 
ously the preferred stock is well sup- 
ported from a quick asset and fixed asset 
standpoint. Furthermore the preferred 
stock has back of it an unbroken dividend 
record extending to 1899, when the com- 
pany was formed, and which the present 
management has expressed its desire to 
maintain. 


Dividend Secure 


In this regard President Pierce states: 

“The dividend on the preferred stock has 
been paid without interruption and the 
amount of the surplus of the company, to- 
gether with the present prospects for prof- 
itable business, lead the directors to be- 
lieve that the maintenance of the preferred 
dividend is secure. Under normal conditions 
the company’s system of 55 plants is cap- 
able of earning a substantial balance over 
and above its charges and preferred divi- 
dends, and it is hoped that the return to 
normal conditions is close by. 

“The heavyweight season which was 
opened in January and February is satis- 
factory to date, with business well ahead 
of a year ago. Orders are being taken in a 
volume leading to the belief that the first 
half year of 1926 at least will be quite 
profitable, and while one season’s business 


is by no means a guarantee of final re- 
sults, it seems to justify the expectations 
that 1926 will turn out to be a more nearly 
normal year.” 


The most important single factor in 


making possible the improved showing of a 


1925 over 1924 doubtless was the cut in 
wages which became effective in the middle 
of 1925. Their full effect is not reflected 
in 1925 operations and will, of course, be 
more fully reflected in those for 1926. 
While the preferred dividend was not 
earned either in 1924 nor in 1925 it is 
probable that it will be in 1926 because the 
year has started out in a manner to indi- 
cate that the first half will be profitable 
and furthermore the company does not ap- 
pear likely to face the highly adverse con- 
ditions of such declines in the raw ma- 
terial markets as have featured the two 
previous years. In addition expenses have 
been sharply curtailed and doubtless will 
be under much better control for the full 
year 1926 than they were for the full year 
1925, which necessarily represented but a 
part of the effect of the policy of the new 
management. 


Wide Price Span 


The preferred stock is subject to rather 
sharp market swings. It sold as low as 
69% and as high as 96% in 1925, Thus 
far in 1926 it has been as low as 74% 
and as high as 8934, and is currently 
around 82, and thus selling on a basis to 
yield 8% per cent. While there is some 
speculative risk involved in holding the 
preferred stock it appears to be well com- 
pensated for by the good yield, the excel- 
lent past record, the assets behind it and 
the promise that 1926 will witness a con- 
tinuance of the improvement in earning 
power which got started in 1925. The 
common stock is in a highly speculative 
position. Dividend prospects are quite re- 
mote and while it has a good property 
value there must be more clearly defined 
prospects of a decided change for the bet- 
ter in earnings before its purchase would 
be warranted under existing market con- 
ditions. 
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Famous Players Has a Good Year 
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Famous Players continues to show remarkable earn- 
ings stability with 1925 net showing a gain over 1924; 
the demonstration which the: company is making pro- 
vides impressive evidence that amusement enterprises 
can be and are being conducted on a sound business 
basis; 
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Company is firmly entrenched in the growing amuse- 
ment field and earning prospects are favorable; com- 
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pany is in an enviable position to expand earnings; 


¢ 


The interesting position of the high yielding convert- 


ible preferred stock is discussed. 


HE year 1925 proved to be a good 
T one for Famous Players when net 

profits rose from $5,422,000 in 1924 
to $5,718,000 last year. The company has 
established a remarkable record for earn- 
ing stability. The earnings applicable to the 
average amount of common stock out- 
standing averaging about $16 per share for 
the last eight years with a high of $20.08 
per share in 1924 and a low of $13.40 a 
share in 1922, In 1925 $18.39 was earned 
on the average amount of common out- 
standing and $13.67 on the total outstand- 
ing at the close of the year. 

The stock was increased by offer of 
rights to buy at $90 and earnings from this 
new money were only reflected in small 
part in the 1925 net. The common stock 
has been recommended in various bargain 
lists in THe FrnaANcraAL Wortp from $94 
up and was recommended in December, 
1925, at 109. It is currently quoted 
around $120 and thus is selling on a basis 
to yield 6.7 per cent, with earnings sub- 


stamtially in excess of dividend require- 
ments. 


Strong Financial Condition 


The balance sheet reflects a strong cur- 
rent financial condition and the company 
itself enjoys an unusually strong position 
in the agnusement industry. It is true to- 
day that the great bulk of theatrical amuse- 
ment is based on the motion picture. While 
many theaters also have vaudeville in ad- 
dition it is really the feature picture that 


draws the crowds. Famous Players, 
through its complete integration in the 
industry, which shows every sign of 


turther growth, is in an enviable position 
to further expand its earning power. 
During the current week announcement 
was made that the strongest closely held 
amusement enterprise in the country, name- 
ly the Keith chain of vaudeville houses, 
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would be offered to the public. This chain 
was at one time based entirely upon vaude- 
ville, but more recently has been develop- 
ing what it terms a “junior” circuit, in 
which the motion picture is the principal 
attraction, An affiliation with a strong 
motion picture producing company is es- 
sential, if first-run pictures, which will 
draw the crowds, are to be available. It 
may be that such an affiliation will de- 
velop between the Keith chain and Famous 
Players, as it is well known that the Loew 
chain of houses is competing very success- 
fully against the Keith houses in the east, 
and probably largely because of more at- 
tractive first-run pictures made available 
to Loew. However, on the fundamentals 
it appears that such an affiliation is much 
more essential to the Keith chain than to 
Famous Players and the latter is sufficient 
outlets for its output here and abroad to 
make possible excellent earning reports 
from year to year. 


Not a Monopoly 


Famous Players was under investigation 
by the Federal Trade Commission, in which 
an endeavor was made to establish that the 
company was operating in restraint of 
trade and stifling competition. A careful 
review of the company’s showing, how- 
ever, reveals that it has far from a 
monopoly in its field. 


Expansion has been steady and as earn- 
ing reports show has been profitably con- 
ceived. This is true not only of expansion 
in this country but also of expansion into 
foreign fields, with export business reported 
to have broken all records in 1925 and 
amounting to $10,000,000. The company 
is reported to be building four big the- 
aters in European capital cities and in ad- 
dition made a contract with the largest 
company in Germany which would result 
in 20 pictures being distributed there year- 





C Adolph Zuker 


President, Famous Players-Lasky 


ly, compared with but 16 in the time since 
the armistice was signed. 


That dull business conditions do not very 
adversely affect the company’s earning 
power is shown by the net of $17.50 earned 
on the common in 1921, The company 
was quite successful with a number of its 
feature pictures in 1925 and the full earn- 
ings therefrom are not included. Pros- 
pects for the coming year appear to be 
favorably defined. 


Attractive Yields 


At current prices the common stock af- 
fords a yield of 6.67 per cent, which is 
satisfactory considering the seasoned earn- 
ing power of the company, its strong 
financial condition and its future earning 
prospects. The status of the preferred 
stock is decidedly interesting. It is sell- 
ing at the same price as the common and 
receives the same dividend. The preferred 
dividend was earned nine times in 1925. 
The company has no funded debt although 
some of its subsidiaries have. However, 
the preferred selling on a basis to yield 
more than 6% per cent, with a large factor 
of safety, has in addition a conversion 
privilege which may become valuable. It 
was originally convertible at $120 a share; 
in other words for $120 par value of pre- 
ferred stock one share of common stock 
could be had. Because of the offer of ad- 
ditional stock at $90 per share this con- 
version price has been reduced to $107.32. 
In other words for each $107.32 of pre- 
ferred stock one share of common stock 
can be had or 100 shares of preferred can 
be converted into 93.2 shares of common. 
The conversion privilege will not be worth 
while until a higher dividend is paid on 
the common than on the preferred, but it 
does represent a long time call on the com- 
mon and a good yield with an excellent 
factor of safety. 
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These reviews written as of Friday immediately preceding date of this issue 
The ratings used in this department are taken from Guenther’s Appraisal of Listed Stocks 





Miscellaneous Industrials 





American Agricultural Chem.— 
Rating “C” 

The fertilizer industry is getting off to 
a good start, according to trade reports, 
and American is reported to be increasing 
volume of goods sold. The preferred stock 
declined sharply on reports that the gov- 
ernment was investigating practices in the 
industry which might be in restraint of 
trade. While the department of justice 
has not taken this matter up with the 
company as yet it is improbable that any- 
thing more than a temporary adverse ef- 
fect on market price would result. The 
company is in excellent financial condition 
and earnings appear to be definitely on the 
upgrade with payment of the back divi- 
dends on the preferred in prospect. 


American International— 
Rating “C” 

American International made further 
progress in ridding itself of “frozen loans” 
and unproductive assets in 1925, and as a 
result was able to report $4.19 earned on 
its common compared with $1.41 in 1924. 
In addition a profit equal to $6.25 per 
share was realized because of the sale of 
its New York Shipbuilding holdings to 
American Brown Boveri. The company 
retired the outstanding preferred at a dis- 
count from the option price of $70. 


American Safety Razor— 
Rating “B” 
American Safety Razor reports $5.40 a 
share earned in 1925, compared with $5.10 
in 1924, 


Case Threshing— 
Rating “C” 

Case reports $10.64 earned on its com- 
mon in 1925, compared with $1.13 earned 
on the preferred in 1924. A remarkable 
gain in financial condition is shown by the 
balance sheet with a gain of more than 
$2,000,000 in cash and a reduction of more 
than $3,000,000 in bank loans, thus wiping 
out the latter item. 


Colorado Fuel— 
Rating “C” 

Colorado Fuel reports $4.65 earned on 
its common stock in 1925, compared with 
$1.05 in 1924. Company is in satisfactory 
financial condition. The annual report 
makes no mention of any oil developments 
on its land holdings. 
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Columbia Carbon— 
Rating “B” 

Columbia Carbon, engaged in the manu- 
facture of carbon black from natural gas, 
reports $5.38 per share earned in 1925, 
compared with $5.39 in 1924. 


Fairbanks Morse— 
Rating “A” 

Fairbanks Morse had a good year in 
1925 when $6.75 as against $4.49 was earned 
on the common stock. Earnings showed 
their biggest relative gain toward the close 
of the year and the company entered 1926 
with earnings running at a rate substan- 
tially higher than a year ago. 


General Motors— 
Rating “A” 

General Motors, with its diversified line 
of products, can be regarded as representa- 
tive of the motor industry. In January 
53,968 cars were sold to users and in Feb- 
ruary 64,946, and March sales are esti- 
mated at 110,000. This would bring the 
total sales to users in the first quarter up 
to 228,644 units compared with :135,765 in 
the same period of 1925 and 140,786 in the 
same period of 1924. Estimated March 
sales would establish a new high monthly 
record. It is quite probable that earnings 
of the motor companies and General 
Motors especially will show up very well 
for the first quarter of this year. 


Ludlum Steel— 
Rating “B” 

Ludlum Steel, which has been subject to 
considerable market manipulation, reports 
$2.97 earned on its common in 1925, com- 
pared with $1.87 in 1924. - 
Mack Trucks— 

Rating “A” 

Mack Truck reports a 50 per cent in- 
crease in net in 1925, which amounted to 
$13.62 a share on the 611,515 shares out- 
standing at the close of the year, compared 
with $17.95 on 283,109 shares outstanding 
at the close of 1924. . 


Montana Power— 
Rating “A” 

Montana Power reports $5.39 earned on 
its common in 1925, compared with $4.48 in 
1924. Company appears in position to pay 
very liberal dividends from earnings. 


National Lead— 
Rating “A” 
National Lead reports $14.17 earned on 


its common in 1925, compared with $13.31 
in 1924. No change in the dividend rate 
in the near future is contemplated, accord- 
ing to President Cornish. The company 
continues in strong financial condition. 


Remington Typewriter— 
Rating “B” 


Remington reports $16.19 earned per 
share of common in 1925, compared with 
$9.34 in 1924, 


Republic Iron and Steel— 
Rating “B” 

The president of Republic has intimated 
to some of his stockholders that he hopes 
to see the common on a dividend basis. in 
1926. It is estimated that net in the first 
quarter should be in excess of $3 a share, 
which would justify inauguration of a 
conservative dividend policy. Net in 1925 
was $6.87 per share. 


Simms Petroleum— 
Rating “B” 


Simms is expected to show $32.80 earned 
on its stock in 1925 compared with $2.81 
in 1924 and 8lc. in 1923. Reports are still 
current of an impending merger, but lack 
official confirmation. 


Union Tank Car— 
Rating “A” 

Union Tank Car, a former Standard Oil 
subsidiary, reports $7.63 earned on 245,- 
644 shares in 1925, compared with $13.19 
earned on 181,150 shares in 1924. Com- 
pany apparently makes very heavy depreci- 
ation charges against its equipment, as 
these amounted to nearly 10 per cent on 
book value in 1925 and to around $16 per 
share of common stock. As its equip- 
ment is practically all steel and as the 
average life of a steel freight car is un- 
questionably in excess of 10 years the 
charges to depreciation and reserve are ob- 
viously quite liberal. 


U. S. Cast Iron Pipe— 
Rating “B” 

U. S. Cast Iron Pipe reports $38.84 
earned per share in 1925, compared with 
$43.17 in 1924. Business was larger but 
the profit margin was smaller due to in- 
creasing competition. The company’s earn- 
ings in the past have been subject to rather 
wide swings. 

(Please turn to page 379) 
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Position of the Bond Mar 


a 


The Outlook 
for Various 
Classes 


of 


Bonds 


HE advance in bonds has at least 
T for the time being been halted, and 

in fact the averages up to the time 
of this writing show a decline from those 
of a week previous. The Times average 
of 40 domestic issue stood at 86.45 for 
March 17, as against 86.59 for March 10. 
This is an insignificant reaction, and is 
probably nothing more than a slight set- 
tling process, as the above average is near- 
ly a point above that for January 4. With 
the stock market turning dull, and money 
cheap and with the prospect of continuing 
so, there is everything to indicate that 
idle funds will be forced into the bond 
market in volume, at least temporarily. 


Convertible bonds have been weak and 
strong, and weak again, following the 
prices of their stocks, and if the stock 
market has further sharp reaction sufficient 
to carry some of the convertibles down to 
a smaller premium above their investment 
price, there will be some attractive invest- 
ments available, with good prospects of a 
fairly quick appreciation. Such issues as 
Northern States Power conv. 64s, Inter- 
national Tel. & Tel. 514s, Pan American 


6s, 1934, and Anaconda 7s are of the type 
referred to, 


Miscellaneous Recommendations 


The following issues have been selected 
as representing good value at present prices 
and we do not hesitate to recommend them 
to our readers for general purposes: 


Foreign 


Approx. 

: Price Yield 
induatrial Bank of Japan 6s, 1927 100 6.00 
Dedom of Hungary 7s, ‘1944.. 96% 17.92 
ao of Antioquia 7s, 1945...... 90 8.04 

ortgage Bank of Den. 6s, 1970.. 


100 5.98 

peo Pr. Corp. of Ger. 614s, 1950. STE 7.64 

eonhard Tietz 7%s, 1946........ 97 7.80 
(with stock warrants) 

Argentine 6s, 1957-8-9 .......... 98% 6.10 

Japanese 6%s, 1954 ............ 94 7.00 


Hun. Con, Municipal 7%s, 1945.. 88% 8.78 


Railroads 
gg Arthur Canal & Dk 6s, 1953 102% 6.79 
Hy, - Sus. & West. ref. 5s, 1937.. 79 eee 
er age Valley 4%s, 1999...... 92 

y ae Fran, p. 1, 4s, 1950.... 79% 

a 4.-San Fran. income 6s, 1960. 87 AS 
+a & Rio Grande 4%s, 1951. 2° 5.60 
: cago & E. Illinois 6s, 1951... 75% ... 
tte = 1 = geepqeeeeeen 921% 6.54 
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By THE BOND EDITOR 


Public Utilities 


Houston Gas & F. 1st ref. 5s, 1932 98 5.33 
Ohio Pub. Ser. Ist ref. 7%s, 1946 113 *6.25 
Pacific G. & El. 1st ref. 6s, 1941.. 108 5.25 


Cuban Tel. Co. ist ref. 7%s, 1941 108% 6.60 
Manila Elec. Co. 1st ref. 7s..... 103 6.69 
Kansas Elec. Pr. Ist 6s, 1937... 102 5.75 
N. Orleans P. S. gen. 4%s, 1935. 88% 6.11 
Am. Pr. & Lt. deb. 6s, 2016...... 97% 6.15 


Cont. G. & El. sec. 6%s, 1964.... 102 6.34 
Southeastern P. & L. deb. 6s, 202 95 are 
\ 


Industrials 
American Agri. Chem. 7%s, 1941. 104% 7.00 


Armour & Co. (Del.) 544s, 1943.. 94% eae 
Belding Heminway conv. 6s, 1936. 100 6.00 


California Pete. 6s, 1933...... 104 we 
Cuba Cane Sa, 1980 ...0006ccncevs 991%6 8.05 
Eastern Cuba Sugar 7%s, 1937.. 107 Scie 
Goodyear Tire & R. 8s, 1931.... 110 7.27 
Wilson & Co., 6s, 1941......--46- 100% «5.99 
Youngstown Sheet & T. 6s, 1943.. 102% rate 
Bethlehem Steel p. m. 5s, 1936... 95 


Bethlehem Steel 5%4s, 1953 ..... 92% 


*To optional redemption price. 


The most important of the new bond 
flotations since our last review of recent 
issues have been the following: 


INDUSTRIALS 


$2,500,000—Cities SERVICE TRANSPORTA- 
TION Co. lst mtge. Marine Equip. 6s, 
1936, at 9834. 


As its name implies, this organization is 
a subsidiary of the Cities Service Co., and 
operates a fleet of four-tank steamers be- 
tween Mexican and Pacific Coast ports, 
and the Atlantic seaboard refineries of the 
Cities Service Co. A fifth ship is to be 
acquired and the bonds will be secured by 
a first mortgage on the five ships with an 
aggregate tonnage of 51,200 tons. Thus 
they will be outstanding at the rate of less 
than $5 per ton, which is a reasonable 
figure, and issuance of additional bonds 
covering subsequently acquired tonnage, is 
subject to conservative restrictions. The is- 
sue is not guaranteed by Cities Service, 
but earnings have averaged 2.67 times 
maximum interest charges and should be 
augmented by the addition of the new 
unit. The issue is callable on a scale 
downward from 103% and the sinking 
fund of $100,000 per annum should con- 
tribute to stability. The bonds qualify as 
a satisfactory medium grade investment. 


New 
Offerings 
of the 
Week 
Analyzed 


oe 


$5,000,000—Paciric FINANCE CORPORATION, 
Serial 514% Gold Notes 1927-1936, 
priced to yield 5.25-6.10% according to 
maturity. 

This company carries on a “commercial 
banking” business along the same general 
lines followed by the other finance com- 
panies, which have been floating note is- 
sues. The business of this company is con- 
fined to the Pacific Coast, principally Cali- 
fornia, and in addition to the usual auto- 
mobile time financing, and the purchase of 
other forms of receivables, it also deals 
in municipal improvement bonds, which are 
issued in large amounts in the western 
states. The trust agreement provides that 
(1) the notes shall not be ranked by any 
subsequently created obligation; (2) total 
liabilities (less cash) shall not exceed 2%4 
times capital and surplus; (3) current as- 
sets shall be maintained equal to total lia- 
bilities including these notes. The auto- 
mobile paper purchased must not exceed 
75 per cent of the purchase price for each 
sale, and is chargeable as current assets to 
but 75 per cent of this, or 56%4 per cent of 
the purchase price. This is a fairly con- 
servative ratio for 18 months paper, though 
12 months paper is the standard set for the 
most conservative financing. Earnings 
have been averaging over twice the charges 
on the present indebtedness, and the notes 
qualify as a good investment which should 
be perfectly safe under practically any con- 
ditions, though they are not of as high 
quality as the General Motors Acceptance 
Corp. issue recently sold, and from a yield 
standpoint are less attractive than the Com- 
mercial Credit Co. 6s and the Manufactur- 
ers Finance Co. 6s, 
$3,500,000—CANADIAN RAIL AND Harsour 

TERMINALS, Ltp., Ist 6%s, 1951 at 
100. 

This issue represents purely a construc- 
tion proposition, the development having 
not yet been carried out. The project calls 
for the erection of a large warehouse in 
Toronto Harbor with extensive dockage 
facilities and connections with the Canadian 
Pacific and Canadian National Railways. 

(Please turn to page 380) 
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HEN a woman turns on an elec- 


tric light outside of the imme- 


W diate comfort it provides her she 


never gives another thought to the act she 
has just completed. The house is cold. 
To bring warmth into it the occupant will 
start a fire—it may be in the form of an 
electric grate. Around meal time the gas 
stove is started to provide the food which 
keeps the inner man contented. 

Happy is mortal man in this modern age 
te. have all these comforts. At least if he 
is a student of history he realizes how 
much better he is off than his forbears of 
several centuries ago, who had to ride 
around in ox carts, sleep under rough bear 
skins around a log fire, and use his legs 
principally for his mode of transportation 
—and an oil lamp to produce more cheer- 
fulness into the dark nights. These mod- 
ern comforts with which he is surrounded 
makes him forget that if man has nof 
made much progress toward a world’s 
Utopia on Earth, like the Geneva confer- 
ence is trying to effect, at least in the 
mechanical sciences he has trod forward 
with big steps. 


Yet as prosaic as the products of me 
chanical science appear outwardly the 
brains which create them and the hands 
that shape them in every respect are as 
brilliant and as adept as are those of the 
world’s great statesmen, whose program 
for the advancement of the people of their 
nations fill the first columns of the news- 
papers, for they in a more intimate way 
provide people with their maximum com- 
forts. 

I have often thought if it could be 
brought closer home to our women and 
men when they are enjoying all the com- 
forts of their modern homes how often it 
represents a heroic struggle on the part of 
a single individual to provide it for them 
they would be more appreciative of such 
labor, even though it may appear selfish, 
for it likewise represents a great risk, not 
alone in money but in personal reputation 
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The Invisible Hand Behind 


@ Inanimate as the thing may be a person handles, behind it 
there is some mind which creates it and some hand that 
shapes it. Outwardly it has no brains but always it is the 


product of one; 


@ Around this invisible mind and hand is woven the romance 
of industry frequently as interesting as a novel for they 
realize the great achievements that writers dream about. 
Their reality, therefore, makes them more inspiring; 

@ A character sketch of one of such instances. 


By THE SAUNTERER 


if a failure should happen to intervene. 


This was the trend of thought which 
kept running through my mind as I sat 
dining several weeks ago with A. E. 
Fitkin and several of his intimate asso- 
ciates at a prominent New York lunch- 
eon club. Not that he was any better sub- 
ject to discuss in this connection but he 
happened to be of that type of go getters 
who benefit others much more than they 
do themselves with the things they achieve. 

Here was a man who less than fifteen 
years ago was simply a _ bond man. 
Yet he had his thoughts and ambitions 
centered around greater things. The bond 
business was merely a stepping stone. It 
provided him with the training necessary 
to marshall large supplies of capital for 
the castles which were then forming in 
his mind and to turn them into concrete 
structures of reality. 


But in talking with him I found him 
unconscious of the fact that in so few 
years his ambition had carried him far. 
This is a characteristic of men who ac- 
complish things on a big scale—they are 
usually of a modest temperament. Such an 
incident as there being several hundred 
thousand people scattered in various sec- 
tions of the country, enjoying greater ease 
and enlarged opportunities for their ma- 
terial development, who owe it all to his 
creative ability, probably does not enter 
his mind. 


Other things engage his time more. Most 
important of them is how he can extend 
his operations in other territories. Men 
like Fitkin are the pathfinders—they pro- 
vide the capital. At least they go out and 
find it and then they bring it to fields 
where, with additional conveniences, they 
make two blades grow where only one 
flourished before. 

They are the brains that create. The 
Invisible hands which make the electric 
current, the gas and the transportation fa- 
cilities function so that a community can 
develop more rapidly—which it is certain to 
do if it is in possesson of all the modern 
conveniences. 


I can recall when Fitkin’s star first 
flashed over the public utility horizon. 
That was thirteen years ago. The star 
then looked somewhat puny. Here and 
there I could hear whispers circulating 
around intimating that this new orb would 
not last long; it was too frail. 

But, it did last and what is more it has 


developed into a considerable planet. As I 
chatted with this stocky man over my 
coffee and had the opportunity to study his 
firm chin and gleam of determination that 
flared forth from his eyes I could sense the 
invisible force which was responsible for 
his growth into a considerable power which 
he and his organization exercise now in his 
chosen field of operation. In some men 
there can be quickly detected the bull dog 
tenacity which carries human ambitions 
far. It was there in the face of Fitkin. 

Rather reluctantly he talked to me but 
I drew from him that his first property, 
the Interstate Electric Corporation, was ac- 
quired thirteen years ago. It controlled a 
small group of operating companies, the 
largest of which was the Trenton Gas and 
Electric. However, it served as a nucleus 
for the large development that was to fol- 
low. Three years ago Fitkin made his 
first purchase in New Jersey. These prop- 
erties have since been consolidated into the 
Jersey Central Light and Power Co., into 
which have been merged some fifteen in- 
dependent companies. 

This rapid growth has been attained in 
a period of thirteen years. This is a short 
cycle in the span of a man’s life—but 
years are merely days in the careers of 
men who can do things. This is apparent 
in the rapid expansion of Fitkin’s activi- 
ties. One augmentation after another fea- 
tures the rounding out of the present Fit- 
kin group of utilities: the Municipal Serv- 
ice Corporation, the Virginia Public Serv- 
ice Corporation. Recently he has acquired 
control of the Western United Corpora- 
tions with which the Rollin’s interests are 
identified. 

The later corporation is managed by the 
General Engineering and Management Cor- 
poration, which Fitkin had organized to 
look after the extension and up building 
of his numerous properties. They form 
quite an imposing group. There are nearly 
seventy in all alone in the operating com- 
panies exclusive of the holding companies 
and some recent acquisitions. 

What these properties represent in point 
of capital can be better visualized in nu- 
merical terms as reflected in the recent 
financial statement of the National Public 
Service Corporation. They represent 4 
capital investment of $102,998,146, and the 
companies constituting this holding com- 
pany have a gross annual earning power of 
$19,736,939. 

(Please turn to page 385) 
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By THE OBSERVER 


Aside from the contemplated rail- 


Entering road combinations, in accordance 
Merger with the program encouraged by the 
Period Interstate Commerce Commission, 


the merger fever has taken a firm 
hold on other industries. Already several such deals 
have been consummated among some prominent oil 
companies. To mention several there are the corporate 
mating between the Pacific Oil and the Standard Oil of 
California, and the Associated Oil with the Tide- 
water Oil Co. There is talk also of some large oil 
company acquiring General Petroleum, while similar 
gossip involves Simms Petroleum. Before the year is 
over several other important oil mergers may be con- 
cluded. 

The underlying thought which spurs on such merg- 
ers, at least, put forward to justify these alliances in 
public opinion is: they will increase profits through 
more economic management and the elimination of 
wasteful competition. Of the latter deterrent plenty 
has been evident whenever the market becomes glutted 
with oil through the cutting of prices that results from 
it. It is hoped by a closer grouping of companies op- 
erating in similar territories price cutting can be min- 
imized and the market for these enterprises become 
more stable. Some such standardization has long been 
advocated by prominent oil men. 


The oils are not alone in entering this merger period 
—there are the equipment companies, some of whom 
now realize it is to their advantage to absorb businesses 
allied to their lines so that they need not depend en- 
tirely for their revenues on a single line. The closer 
affiliation between the American Car & Foundry and 
the Railway Steel Spring is a step in this direction. 
Companies engaged in food products also have de- 
veloped the merger fever in an accentuated degree. 
This development is a logical one and along the line 
of economic necessity—and where mergers are fol- 
lowed on sound business precepts the companies en- 
tering them not only should benefit but also increase 
their margin of profit. 


Coming in contact with so many 


Mistakes thousands of investors through our 
Pools Confidential Advice Service THE 
Made FINANCIAL WortLp is in a good 


position to judge where the prin- 
cipal financial injury resulting from the recent sharp 
market reaction fell. In this respect our correspond- 
ence affords us somewhat of a clue. It indirectly in- 


forms us of the thoughts running through the investors’ 
minds. 


_ This evidence fails to indicate that intelligent 
investors, the type constituting the bulk of Tue Finan- 


CIAL WoRLD’s circulation, were very much deceived by 
the mercurial stock quotations or the numerous sup- 
erficial reasons publicly dessiminated to justify prices 
for securities inconsistent with their prospects, or in- 
come yields. This indifference plainly proves what a 
more intelligent public Wall St. deals with now. The 
number of lambs are constantly growing less. 


Since the market break the casualties for which it 
was responsible reveals that the chronic Wall St. specu- 
lator and the pools were the principle sufferers—a fact 
which receives added confirmation from the number 
which had to be relieved from their predicament by 
powerful banking support. 


There are two sound lessons such pools will derive 
from their sad experience:—one is similar to the les- 
son impressed upon the business community by the post 
war deflation—how sharply prices can fall when the 
bag of inflation can no longer be kept filled and—the 
other that it is no more possible for them to sell five 
dollars in securities for ten dollars than it is to sell gold 
pieces for more than their intrinsic value. 


Viewed from the standpoint that 
Fat ample cash reserves possess a great 
Purses strategic advantage in times of 
Handy overproduction the companies in 
the oil industry that found them- 
selves in this favorable position last summer when 
there was more oil than the market could absorb are 
now reaping a satisfactory financial reward from the 
product purchased from weaker competitors and inde- 
pendent producers who had to sell for what they could 
get in order to keep going. Among the leaders of 
such foresighted companies were the Standard Oils. 
They bought surplus stocks of oil and stored it con- 
sidering such purchases as assets that they could hold 
and purvey to the consumers later on when more favor- 
able prices were obtainable. 


A good part of the profits obtained from such shrewd 
buying will not appear in the annual statements fur- 
nished stockholders covering 1925—but may show 
themselves this year if the oil market maintains the 
strength displayed during the past month. The situa- 
tion is not unusual—it frequently occurs in an indus- 
try as mercurial as is oil. There is a complex con- 
nected with it that is little understood by shareholders 
of oil companies, especially those possessing large 
filled purses. Instead of distributing more in dividends 
out of their plentitude they want this cash on hand 
to buy oil when it is obtainable at a bargain. To put 
themselves in this strong position is good business. 
Fat purses come in quite handy when such favorable 
opportunities arise. They are good and safe anchors 
in a business storm. 


ee ke eee 





A Lesson in Values 


HE tabulation appearing at the right is 
T reproduced from the December 19, 
1925, issue of THe FINANCIAL WorLD in 
its entirety. Its message is just as import- 
ant today as it was then. Consider what 
has transpired in the three months just 
passed. Prices that were then struggling 
with dizzy heights have since been cata- 
pulted down to the level that represents 
a more accurate appraisal of their worth 
reflected in current quotations. There is 
no more outstanding example than what has 
occurred in the public utility common 
stocks. Values are assertive. Taking the 
same companies we find their preferred 
stocks which at that time were not selling 
beyond the realm of real value have held 
firmly through all the feverish unloading 
of securities. The prices were based on 
values. At current prices most of them 
show a slight appreciation but not enough 
to affect their worth as possibilities that 
should be given consideration by investors. 
Read over again the advice that was given 
then. Making money is no more import- 
ant than keeping it. How many with their 
enormous paper profits at the first of the 
year can now cash in with a credit shown 
to their account? 

There are still many opportunities to 
be had in the public utility preferred 
stocks and the same list still contains many 
that yield well over seven per cent. How 
are you going to employ your capital so 
that it will give any attractive return with 
reasonable safety of principal? Current 
situations are analyzed from week to week 
in THE FINANCIAL Wor LD and in view of 
the uncertainties that are prevalent in many 
of our industries it appears advisable that 
investors give the securing of their prin- 
cipal very serious consideration at this 
time. 








Silesia Electric Corp. 
(Germany ) 


Sinking Fund Mortgage 
Gold 61, % Bonds 
Due Feb. 1, 1946 


Mortgaged property 
valued at over 3.8 
times bond issue. 


Net earnings over 4.25 
times bond _ interest. 


Price 87°, and interest 
To yield 734% 


Ask for Booklet S-4 


Harris, Forbes & Co 


Pine St., Cor. William 
NEW YORK 























NEXT? 


(Reprinted from the December 19 issue of THE FINANCIAL WorLpD) 


HIS market has been what might be called a specialized group ad- 
[ vance. First one group and then another has met with public 
favor and in the process of advancing prices has left very few that 

have not been so influenced. 

Chain stores made a good lead off; baking stocks, building stocks, 
motors, steels, rails and oils of late favor, and last, but not least, the 
public utility common stocks. The analyst in his endless search for a 
bargain stock has before him a difficult task, made so by the fact that 
most of these securities are selling at prices that have been fairly well 
adjusted to current earnings. 

Under these circumstances, it is indeed surprising to find in the public 
utility preferred stocks a group representing real vaiues at prices that 
offer yields far beyond those to be had in securities not nearly so well 
secured. It has been the policy of Tur Frnanctat Wor.tp for many 
weeks back to give unreserved recommendation to the high-yielding 
utility stocks in its weekly review in the Trend of Things. Far-sighted 
investors have been taking advantage of these opportunities according to 
their letters to the confidential advice service and have received full 
co-operation in reply because of the apparent wisdom of such an investment 
program. It is with the desire to extend the placing of such commitments 
that THE FINANCIAL Wortp takes this opportunity to present, herewith, 
a representative list of public utility preferred stocks that offer a yield of 
around 7 per cent, with earnings running in most cases at the rate of 
several times the requirements. This splendid earnings situation has 
found reflection in most of the common stocks, which serves to emphasize 
the values in these preferred stocks. The accompanying list is by no 
means a complete one and in addition to the stocks given below there will 
appear from week to week analyses of the most attractive stocks in this 
group. Investors are urged to give serious consideration to the employ- 
ment of surplus funds at these levels. There are many securities upon 
which subscribers have substantial paper profits because of appreciation 
in market prices, It is well to remember that “keeping profits” is every 
bit as important as making them. This list is offered as a preliminary 
to the more complete analyses that will appear in future issues. 


Public Utility Preferred Stocks 
Price Price 

Name Now Then Rate Yield 
Standard Gas & Electric 54 7.4 
American & Foreign Power 91 77 
Cities Service 84 7.1 
Commonwealth Power s, 861% 7.0 
Electric Power & Light 91 7.7 
Louisville Gas & Electric “A” 23 7.6 
Pennsylvania-Ohio Electric 93 7.5 
American Gas & Electric 91 6.6 
Illinois Power & Light 96 i 
Northern States Power 100 7.0 
Mid-West Utilities ........ . 97 7.2 
Penn-Ohio Power & Light 104 77 
American Water Works 101 6.9 
Public Service of N. J. .....0.2 118 6.80 
Portland Electric Power 98 7.1 
Continental Gas 95 7.4 
Puget Sound Power & Light 84 7.19 
Penn Public Service ... 84 7.19 
Public Service of No. Ill. 109 6.42 
Oklahoma Gas & Electric 93 7.45 
Western Power 97 7.2 
Utah Power & Light ail 7.0 
United Gas & Electric ....: 91 6.6 
Texas Power & Light 6.8 
Southwestern Power & Light 100 7.0 
Northern States Power 100 7.0 
National Power and Light 7.0 
National Light, Heat & Power 68 7.4 
Kings County Lighting 6.9 
General Gas & Electric 95 7.4 
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American Car Situation 
Rating “A”, Guenther’s Appraisal 


To clarify the situation with regard to 
American Car & Foundry and American 
Locomotive the following is quoted from 
President Woodin: 

“Both companies have operated on a com- 
mon dividend earning basis to date this 
year. Equipment companies in 1925 ex- 
perienced about the worst year in the last 
two decades, while railroads generally had 
one of their best years. This year things 
should be different with us. The railroads 
for the first time in years have plenty of 
money and are in a position to order equip- 
ment, and in my opinion they will be heavy 
buyers of locomotives and railroad equip- 
ment this year; as a result, companies of 
our type should enjoy a big year. 

“The acquisition of the Hall-Scott, 
Fageol, and J. G. Brill Co. by the Amer- 
ican Car & Foundry Securities Corp. 
should add materially to the earnings of 
American Car & Foundry Co. Hall-Scott 
makes one of the best motors on the mar- 
ket and if the need arises, American Car 
& Foundry has four large car-building 
plants which may be turned over to bus- 
body making on short notice. 


“I want to take this occasion to deny 
that American Car & Foundry Securities 
Corp., whose stock American Car & Foun- 
try owns 100 per cent, has bought into the 
Pierce-Arrow Co. We are not interested 
in Pierce-Arrow. 

“T also want to deny the rumor that 
American Car & Foundry is thinking of 
acquiring the Pullman Car & Manufactur- 
ing Co. if it is ever segregated from the 
Pullman Co. proper, because the Federal 
Trade Commission would not allow such a 
merger, as it would be in restraint of trade. 
You will notice that all the mergers which 
we have participated in have been for the 
benefit rather than the restraint of trade; 
they have not been with competing com- 
panies.” 
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James J. Storrow Dies 


James Jackson Storrow of Boston, 
senior member of the banking house of 
Lee, Higginson & Co., who was Federal 
Fuel Administrator for New England dur- 
ing the war, died this week. His death 
ended a prolonged illness that was ag- 
gravated by a recent injury to his spine. 
He was 62 years old. 

For many years Mr. Storrow not only 
had been one of the leading bankers in 
New England but also a vigorous cham- 
Pion of good government and a zealous 
helper in any cause that he felt would im- 
Prove the standard of American citizen- 
ship, 

His many important business affiliations 
included the chairmanship of the board 
of the Nash Motors Company, a post 
he had held since 1916, and membership 
on the boards of the U. S. Smelting and 
Refining Company, U. S. Mining Com- 
pany, William Underwood Company and 
the Railway and Light Securities Com- 
pany. From 1910 to 1915 he was Chair- 
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man of the Executive Committee of the 
General Motors Company and he was a 
leading factor in its successful reorgani- 
zation. 
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Increased Dividend 
Directors of the International Harvester 
Company increased the annual dividend 
rate on the common stock to $6 a share 
by declaring a quarterly dividend of $1.50. 
Previously the company paid $1.25 a 
share quarterly. 
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Buys Three Laundries 


Acquisition of the National Family 
Laundry Service Corporation, the Sea 
Beach Steam Laundry Company, Inc., and 
the Community Laundries, Inc., has been 
announced by Charles B. Kilby, President 
of the Consolidated Laundries Corporation. 
The acquisition brings the number of 
laundries in Greater New York and New 
Jersey controlled by the Consolidated to 
twenty. 

Mr. Kilby said that the acquisitions 
were a step in the policy of acquiring 
properties in chosen locations and that the 
laundry business lent itself to expansion 
on the lines of chain restaurants, bakeries 
and utility systems. 
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Elects New Board 


The directorate of the Georgia Light, 
Power and Railways Company, which re- 
cently has been the subject of merger dis- 
cussions was completely changed at the 
annual meeting. Those who resigned were 
John D. Everitt, President; F. B. Lasher, 
Vice President, and H. M. Earle, Lloyd 
Robinson, W. H. Felton and F. W. Leach, 
directors. Directors elected to succeed 
them were P. A. Wallace, Henry L. 
O’Brien, Grover M. Sullivan, George J. 
Johnstone, Arthur J. Egan and Bernard 
M. Shanley. Paul W. Fisher, Secretary, 
was the only director re-elected. 


It is understood that the possibility of 
a merger of the company had _ been 
clouded by dissention within the company, 
and recently a Philadelphia shareholder 
advertised for proxies to be used at the 
regular meeting. The names of the di- 
rectors who were elected indicate that the 
Henry L. Doherty & Co. interests won the 
contest. Doherty & Co. are managers of 
the company’s property. . 

At the offices of A. B. Leach & Co,, 
who have holdings in the company, it was 
said that the management of the Georgia 
Light, Power and Railways Company 
would remain unchanged, but no comment 
could be obtained on the question whether 
the change in directors indicated that the 
ownership of the company might change 
hands. The company controls the Macon 
Railway and Light Company, the Macon 
Gas Company and the Central Georgia 
Power Company. 


It is understood that in the past inter- 
ests connected with the Georgia company 
discussed a merger with the Southeastern 
Power and Light Company. 











Facts ard Opinions 
Condensed 


Ten minutes-a week, if you read 
The Bache Review, will keep you 
informed on the main subjects, 
important to your owri business, 
which affect the commercial and 
financial situation. 


Readers of the Review are invited 
, to avail themselves of our facili- 
ties for information and advice 
on stocks and bonds, and their 
inquiries will receive our careful 
attention, without obligation to 
the correspondent. In writing, 


please mention The Bache 
Review. 


Sent for three months, without charge 


J. S. BACHE & CO. 


Members New York Stock Exchange 
42 Broadway New York 


























DIVERSITY 


@ An investment list all 
in one industry is un- 
sound. An income all 
from one company, no 
matter how strong, is an 
unsafe income. 


@ The practical applica- 
tion of that principle in 
making Sound invest- 
ments and securing Safe 
incomes is a large part 
of our Service. 


@ Ask us to analyze 
your list from this point 
of view. 


C. M. KEYS & CO. 


60 Broadway New York 























Points on 
Trading 


and other valuable information for 
investors and traders, in our help- 
ful booklet. 


Copy free on request. 
Ask for Booklet K 


Accounts carried on conservative 
margin 


(HiSHOLM & (HAPMAN 


Members New York Stock Exchange 


52 Broadway, New York 
Philadelphia Office, Widener Bldg. 
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Exempt from All Federal Income Taxes 
Miami Conservancy District, Ohio 
514% Bonds 


Due Dec. 1, 1932-46 incl. 


Principal and Interest payable in New York 
Prices yielding about 4.50% 


The National City Company 


Main Office: National City Bank Bldg., New York 
Uptown Office: 42nd Street at Madison Avenue 


Short Term Notes 





Acceptances 

















are identified. 


E extend the facilities of 
our organization to those 
desiring information or reports 
on companies with which we 
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Electric Bond and Share Company 


(Incorporates im 1905) 


Paid-up Capital and Surplus, $75,000,000. 


New York 




















Profiting from This Market 


(Concluded from page 365) 


Arnis 














earning power and how this earning power 
will stand up in any business recession we 
might encounter. The record in this re- 
spect should be carefully analyzed. 

While I do not advocate the sugges- 
tion of a yardstick which I would apply 
to determine the assurance of the con- 
tinuance of a dividend as a standardized 
rule, for there are exceptions, still I think 
it would serve successfully in most in- 
stances—and this rule is that the net 
profits per share be at least double the 
dividend requirement and in no instance 
less than fifty per cent over that amount 
and that the earning prospects be favorable. 

When this fact is determined to the sat- 
isfaction of the investor then the yield 
a dividend produces should be at least 
one and a half per cent in excess of what 
capital could secure out of a bond. The 
larger this difference between incomes the 
more strategical is the position of a stock 
to advance in market values for no other 
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reason than an increased investment de- 
mand for it will bring it about. 

It would be prudent for investors to 
shop around in the market for such securi- 
ties. By shopping about I imply making 
comparison between income producing 
stocks in the same manner good bonds are 
selected. 

Without any reference to the intrinsic 
value of the securities I shall use to 
emphasize the importance of the foregoing 
advice [ wish to point out how much more 
favorable is the investors ‘position in a 
complex market as we are now in if he 
held Union Pacific earning around 11 per 
cent on its market price and yielding near 
7 per cent. Contrasted to United States 
Steel yielding 5.6 per cent and earning 
around 10 per cent on its market price; 
or Baltimore & Ohio earning about 15 
per cent on its market price and yielding 
5% per cent and with definite prospect of 
paying more compared with Cushman Bak- 


ing earning 514 per cent on its price and 
yielding less than 4 per cent; or Bangor 
& Aroostook yielding nearly 7 per cent 
and earning the dividend twice over com- 
pared with Ludlum Steel yeilding less 
than 3 per cent and earning about 5 per 
cent; or Great Northern Pfd. earning 
about 12 per cent on its market price aside 
of its valuable equity in the Burlington 
and yielding about 7 per cent compared to 
Postum Cereal which even at its much 
lower price still brings less than 5 per 
cent and is earning around 7 per cent on 
its price; or American Metals returning 
nearly 8 per cent compared to Fleisch- 
mann’s bringing a fraction over 4 per cent. 

These illustrations are drawn purely 
from the investment position of the com- 
parative stocks not from a speculative point 
of view for it is my judgment that the 
1926 market will be more of an investment 
market than it will be a speculative one 
and it will be the conservative investor, 
who purchases established values on a 
basis of good incomes who should profit 
most out of it and assume the least risk. 

In following this program of investment 
I might mention that the groups of rail- 
road and public utility preferred stocks 
that are published elsewhere in this issue 
should receive first consideration. 





Another Farm Relief Scheme 
‘PLAN in the nature of a pool is sug- 
gested by former Secretary of Agri- 
culture Meredith under President Wilson 
to provide relief to the farmers. He sug- 
gests the formation of a commission by the 
Government which will have the authority 
to fix at the beginning of every agricul- 
tural season the minimum price for the 
next season’s crop of wheat, corn, sugar, 
cotton, wool and butter. The Commission 
should also have the power to purchase the 
surplus and sell: it abroad. 

To provide for loss an excise tax on the 
producer of one-half per cent is estab- 
lished. Theoretically the plan sounds logi- 
cal and its application seems simple. Yet 
the former Secretary of Agriculture in his 
nicely thought out scheme does not figure 
upon the law of supply and demand. It 
can readily happen in an unusual year that 
the excise tax on producers will not cover 
the loss sustained on the sale of the sur- 
plus stock; and then what, will happen— 
the producers will find themselves worse 
off. Any political party that advocates 
such an uneconomical scheme would com- 
mit political hari kari. 

The plan would put the Government in 
another private business—a venture not in- 
tended for governments to undertake. If it 
was authorized, then why could it not ap- 
ply as well to the steel or metal business, 
or any other industry, and then the mil- 
leniim will have arrived where all busi- 
ness could be done on profits guaranteed 
by government commissions established for 
this purpose. 
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What to 
Buy — 
And 
When 


A. times when 
investments 
in general sell at 
favorable pricés it 
is only necessary 
to know what to 
buy. In other 
periods even the 
soundest securities 
sell far too high 
for conservative 
investment. 











Moody’s with its 
international fa- 
cilities for gather- 
ing investment 
facts and informa- 
tion provides re- 
ports and advice 
| which enables in- 
i vestors and bank- 
| ers to make proper 
selections. Our 
timely letter, “A 
| Buying Policy,” 
will be sent gratis 
to those interested 
in our Service. 


MOODY'S 
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Bulls and Bears 
(Concluded from page 372) 




















U. S. Ind. Aleohol— 
Rating “C” 

U. S. Alcohol’s 1925 annual report is ex- 
pected to reflect a decline of around 35 per 
cent in the price of alcohol. This decline 
was brought on by increased output due to 
low molasses prices which are about 60 
per cent below a year ago which in turn 
were brought on by low sugar prices. 
Molasses is the base for alcohol and for- 
eign shipments broke the market. 


Westinghouse Air Brake— 
Rating “A” 

Westinghouse Air Brake declared the 
regular quarterly dividend of $1.50 a share 
on its common in addition to an extra of 
25c. The coming year is expected to show 
an improvement in net due to more favor- 
able conditions in the railway equipment 
industry and further expansion of its rail- 
way signal subsidiary. 


Warren Bros.— 


Rating “B” 

Warren Bros. reports $5.58 earned on its 
stock in 1925, compared with $6.20 on 
smaller issue in 1924. The annual report 
states that continuance of dividends on 
both common and preferred can reasonably 
be expected. 


Weston Elec. Inst.— 
Rating “B” 

Weston reports $647,000 in net in 1925, 
compared with $379,000 in 1924, which, if 
applied to the A stock, would be more than 
$6 per share. The dividend rate on this 
stock appears safe and as it participates 
with the B it also has some speculative 
possibilities. The company is in good 
financial condition. 


Wickwire Spencer— 
Rating “D” 


Wickwire Spencer reports a deficit of 
$348,000 in 1925, compared with a deficit 
of $892,000 in 1924. 
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M. K. & T. Increases Payment 
Rating “A,” Guenther’s Appraisal 


Missouri, Kansas & Texas preferred 
stock has been placed on a $6 annual divi- 
dend basis instead of $5. It is entitled to 


$7 before the common gets anything and . 


this rate becomes cumulative January 1, 
1928. The 5 per cent income bonds are 
convertible into preferred stock until 1931. 
Conversion of these bonds into a higher 
paying security would correspondingly di- 
lute the earnings applicable to the common. 











National Tea 
Company 


Chicago 


Operating 
778 Retail Grocery Stores 


We invite inquiries 
on the Preferred and 
Common Stocks. 


Address Dept. H 


Memlll, Lynch & Co. 


Members New York Stock Exchange 
120 Broadway 11 East 43rd St. 
New York 
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Conservative 
Investments 


| SHIELDS & COMPANY 


MEMBERS NEW YORK STOCK EXCHANGE 
52 CEDAR STREET 
New YORK 





























Bertron, Griscom 


& Co., Inc. 


INVESTMENT 
SECURITIES 


40 Wall Street, New York 
Land Title Bldg., Philadelphia 
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Our 
“Review of the Week” 


contains a 
special analysis of 


Wabash 
Railway 


Write for 
Analysis No. 1703 


Spencer Trask & Co. 


25 Broad Street, New York 
ALBANY BOSTON CHICAGO 
PROVIDENCE PHILADELPHIA 


Members New York and Chicago 
Stock Exchanges 























Brooks BoNDS 


Yielding 6% to 7% 
Send for Booklet “F” 


PWBrvvKs 8 Cy. 


INCORPORATED 
Established 1907 
115 Broadway 60 State St 
New York Boston 




















We Recommend 


THESE STOCKS 


(At right prices) 


Eighteen in number, 
selected from the six 
strongest market groups. 


These Stocks 
are listed in our Bulletin 
2611 and in our opinion 
will score the best recov- 
eries from recent lows. 


The coupon will 
bring a complimentary copy 


Trae malls vRweY 


j Nottingham Bldg., D-11, Boston, Mass. 


Please send free survey offered above 














Your inquiry will never bring salesmen 
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(Continued from page 373) 
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The completed properties upon which the 
issue will have a closed first mortgage are 
expected to have a value of over $7,500,- 
000, a portion of this remaining cost being 
covered by an issue of $2,000,000 7 per cent 
junior mortgage bonds. Manifestly esti- 
mates of earnings are at best approxima- 
tions, and probably are liberal. Those for 
the second year of operation have been 
placed at $1,347,720 available for charges, 
which would certainly indicate ample cov- 
erage for the subject bonds (5.92 times), 
though in general, it is desirable to await 
actual results on an enterprise of this kind 
before recommending strongly. The call 
price is 105 on any interest date which will 
limit appreciation to five or six points. 


Rails 
$10,000,000-—-TExARKANA AND Fort SMITH 
Ry Co. Ist gtd. 5%s, 1950, at 100%. 

The Texarkana and Fort Smith is a 
subsidiary of the Kansas City Southern 
and furnishes that system its entrance to 
its Gulf terminal at Port Arthur. It is a 
heavy traffic line, though prior to 1923 earn- 
ings were inadequate to cover charges on 
the present indebtedness. Last year, inter- 
est was covered over twice, denoting a 
good margin of safety, though the issue 
rests, primarily, upon its guarantee as to 
principal and interest by the Kansas City 
Southern, which has been earning its fixed 
charges about twice. The Kansas City 
Southern has an unusually well diversified 
traffic, though of late years, the larger part 
has been received from connections. It is 
a road of high earning power but of very 
low valuation, the I. C. C. figure being 
actually below the funded debt. One of 
the unsolved problems of the system is to 
correct this valuation situation, though it 
has firmly entrenched itself-as the import- 
ant southwestern system through its in- 
terest in the M. K. & T. and the St. Louis 
Southwestern. The new bonds constitute 
a desirable investment, though it happens 
that another similar issue, the Port Arthur 
Canal and Dock Ist 6s, 1953, also guar- 
anteed by the Kansas City Southern and 
selling at 102% (N. Y. Stock Ex.) are 
more attractive from a price standpoint, as 
they are callable only at 105. 


$15,000,000—FLoripa East Coast Ry. Co. 
Ist Ref. 5s, 1974, at 98. 


-The Florida East Coast’s earnings have 
been limited during the past few years, 
principally by its ability to handle the traf- 
fic offered, with the facilities which it 
possesses. The double-tracking of the main 
line south from Jacksonville has been 
steadily going ahead, which has necessitated 
considerable new financing. In spite of the 
fact that fixed charges have increased 
from $848,000 in 1923 to $2,095,000 in 
1925, net income has been expanded from 
$3,605,000 to $5,935,000, leaving a good 


margin of safety. The rate of growtn may 
be reduced, now that the edge is off the 
Florida boom, but the road is in a very 
strategic position and the expenditures jt 
has made should favorably affect its op- 
erating ratio. The $12,000,000 outstanding 
Ist 4%s are a first lien on 616 miles, but 
the refunding bonds have a second mort- 
gage on this mileage and in addition a first 
lien on 240 miles of other track. They 
qualify as a distinctly high grade invest. 
ment and are priced on an equitable basis, 


Public Utilities 


$3,500,000—MeEtropotitan Eptson Co. Ist | 
and ref. 5s, 1953, at 994. 

This subsidiary of the General Gas & 
Electric Corp. is itself the owner of an 
important group of gas and electric op- 
erating companies, serving Reading, Easton, 
Lebanon and a large number of adjacent 
communities in eastern Pennsylvania. Its 
record since the war, like most similar 
companies, has been characterized by a 
very marked expansion, partly due to the 
acquisition of additional properties, but 
more because of the great increase in de- 
mand for its facilities. In 1925, net earn- 
ings, before depreciation, aggregated $2,- 
598,920, while in 1920, they totalled under 
$1,000,000. The greater part of the de- 
preciation is taken care of in the accounts 
of operating subsidiaries, but deducting 
that on properties directly owned, fixed 
charges, which now amount to $818,200, 
are covered well over 2% times. The 
bonds are a high grade investment, and 
should hold their price due. to the great 
demand for Pennsylvania issues. Statis- © 
tically, they are slightly less attractive than 


the new Carolina Power and Light issue, BS 


but are nevertheless to be recommended. 


$5,500,000—MuNICcIPAL SERVICE Co. Sink- i 
ing fund collateral 6s, at 96. 


This company, which is controlled by 
the National Public Service Corp., is per- 
haps the most important of the Fitkin 
group. It contains a rather sizable pro- 
portion of traction, but the records of the 
component operating properties have, on 
the whole, been good. They are widely | 
separated geographically, and include prop- 7 
erties in Pennsylvania, Maryland, Dela- | 
ware, Virginia and Georgia. The total con- 
solidated earnings available for interest on 
the debt of the Municipal Service Co. 
amounted in 1925 to $1,735,544 or 3.11 
times the charges of $556,385, but if in- 
clusion of the funded debt of subsidiaries 
is made, the factor of safety is much 
lower. Aside from being a direct obliga- 
tion of the company, the remaining secur- 
ity consists of the pledged stock of the 
Keystone Public Service Corp. and of the 
York Rys. Co., owned by Municipal Serv- 
ice. The bonds are not yet a high grade 
investment, strictly speaking, but should 
improve, providing the company does not 
greatly increase its already heavy capital- 
ization. 


$18,000,000—CarotIna Power AND LIGHT 
Co. Ist and ref. 5s, 1956, at 9734. 


These bonds qualify as a very high 
The Financial World 
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grade investment, and in comparison with 
many recent flotations are attractive at the 
offered price. The company is a successor 
of one of the same name which has been 
formed to merge the Yadkin River Power 
Co., the Asheville Pr. & Lt. Co. and other 
direct public utility operating systems. 57 
per cent of the power supply is hydroelec- 
tric, and projected developments will in- 
crease this ratio, though the inclusion of 
adequate steam generating facilities is a 
very desirable factor, for protection against 
drouth conditions such as prevailed in 1925. 
This issue is being sold to retire the Caro- 
lina P. & L. 6s, 1953, and other issues 
totalling $10,399,900 and to provide for 
certain additional facilities. Aside from 
a first closed mortgage of $7,500,000 on the 
Yadkin River Power Co. the new issue 
will comprise the sole funded debt. Gross 
income increased from $3,805,464 in 1921 
to $7,243,001 in 1925, largely due to the 
great development in the territory served 
while net increased from $1,623,582 to 
$3,265,068, covering present interest 
charges over 2% times. With further 
growth of the territory served, this margin 
of safety should be gradually expanded. 
The new issue will be secured by first 
mortgage on the majority of the property 
and by second mortgage on the Yadkin 
River Power portion, This is a clear-cut 
operating company bond, of a type that 
we like particularly to recommend, and 
over the course of time should improve 
both in quality and price. The company 
is the most important subsidiary of the 
National Power and Light Co., itself con- 
trolled by Electric Bond and Share. 
Foreign 
$6,000,000—-DEPARTMENT OF CALDAS. 
ternal 7%4s, 1946, at 9544. 

This issue makes the fourth Colombian 
loan to be floated in the N. Y. market with- 
in the past four years. The Republic of 
Colombia 6%4s, the City of Medellin 8s 
and the Department of Antioquia 7s are 
the other three. Colombia’s record toward 
her external obligations, has, it must be 
said, not been a good one over the past 
century. As early as 1821, a London loan 
in behalf of the Republic was defaulted, 
and down to 1911 the record was poor. 
For the past 15 years the record has been 
good, however, and analysis of trade and 
fiscal figures show that the country has 
been making splendid economic progress. 
The attitude toward foreign investors has 
been much better, and with the exception 
of 1920, a favorable trade balance has been 
shown each year. The Department of 
Caldas is chiefly agricultural, coffee being 
the principal product, and it has pledged 
for the service of this loan substantial por- 
tions of the revenues from the tobacco, 
liquor and slaughter taxes, and the entire 
Bross revenues of the Caldas Ry. These, 
in 1925, aggregated 4.5 times total maxi- 
mum interest and sinking fund charges. 
We believe the bonds will constitute a sat- 
isfactory medium grade investment for 
those demanding a very liberal yield, as 
the return is nearly 8 per cent. 
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Why Large Investors 
Buy Straus Bonds 


MS and more, Straus Bonds are 
being purchased by the larger and 
more experienced class of investors, by 
banks, institutions and insurance com- 
panies, on account of their — 


Inherent safety, tested and 


Comparative freedom from 
market fluctuation and sudden 
depression in price; — 
Attractive interest yield; — 


Nationwide geographical diver- 
sification; and — 


Satisfactory marketability. 


These sound first mortgage bonds, at 
present yielding 5.75 to 6.25%, are in- 
creasingly attractive to the larger investor 
on account of the cut in Federal Income 
Taxes. These bonds average up the net 
yield of one’s holdings and should be in- 
cluded in every well-diversified invest- 
ment account. Call or write for 


BOOKLET C-1613 








The Straus Hallmark on a bond stamps it 
at once as the premier real estate security. 








Established 1882 » 


Straus BulLpINnG 
565 Fifth Ave. at 46thSt. 
New York 





S. W. STRAUS 


Investment Bonds 


Michigan Ave. at Jackson Blvd. 


STRAUS BUILDING 
79 Post Street, SAN FRANCISCO 


44 YEARS WITHOUT LOSS TO ANY INVESTOR 


CO. 


Incorporated 


» 
Straus BuILDING 


CuIcAGo 
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Municipal, Etc. 
$14,000,000—Port or N. Y. AuTHOoRITY—- 
N. Y.-N. J. Interstate Bridge 4%s, 
1932-1946 at 100. 

This body which is described as “a 
municipal corporate instrumentality created 
by a treaty between the States of New 
York and New jersey, with the approval 
of the Congress of the United States,” has 
issued these bonds for the construction 
of two bridges between Staten Island 
(New York City) and New Jersey. Serv- 
ice on the bonds is provided by tolls which 
will be adequate to care for them beyond 
question. The issue wil’ be free from all 
Federal and New York and New Jersey 
income taxes, and as such constitutes a de- 
sirable investment medium. 


$14,000,000—FEpERAL INTERMEDIATE CREDIT 
BANKS 414% debentures 1926-1927, to 
yield 3.50-3.90%. 

These banks are of course Federal Gov- 
ernment creations, under the supervision 
of the Federal Farm Loan Board. As 
short term tax free notes, they are of in- 
terest only to a limited type of investor, 
and not outstandingly attractive then, un- 
less money rates decline sharply. 


£). 





American Tobacco Reports 
Rating “A,” Guenther’s Appraisal 


American Tobacco reports $9.77 per 
share earned in 1925 compared with $9.02 
in 1924. The stock is selling on an in- 
vestment basis and has been giving an ex- 
cellent account of itself marketwise. 
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1926 Analysis 





S. S. Kresge Company 


Operating a chain of 305 Five-and-Ten-Cent Stores 
The 1926 edition of our Kresge analysis is 
now ready for distribution. It calls atten- 
tion to the remarkable record of this chain. 


CAPITALIZATION 
Authorized 





Outstanding 
Preferred Stock, 7(; Cumulative (par $100).. $ 5,000,000 $ 2,000,000 
Common Stock (par $10) 100,000,000 36,786,197 
BOTH ISSUES ARE LISTED ON THE NEW YORK 
STOCK EXCHANGE OR 
The figures below compare operating statistics of 
the Kresge Company reported during the past 
seventeen years and show the large earning power 
behind both the Preferred and Common Stock 


issues. 


Profits Before 
Federal Taxes 


$ 310,993 
408,957 
470,866 
669,179 
869,686 

1,150,497 
1,293,219 
2,172,348 
2,360,988 
2,950,999 
3,505,201 
3,678,506 
4,627,032 
7,576,417 
10,893,988 
11,564,163 
13,509,260 


Our 1926 analysis will be sent upon request. We also have 
in preparation similar data on McCrory Stores Corporation, 
National Tea Company, General Railway Signal Company, 
G. R. Kinney Co., Inc., Oppenheim, Collins & Co., Inc., 
Gotham Silk Hosiery Co., Inc., Peoples Drug Stores, Inc., 
Western Auto Supply Co., and others to be announced later. 


Year Stores 
1909 42 
1910 51 
1911 64 
1912 . 3 
1913 101 
1914 118 
1915 149 
1916 157 
1917 1€4 
1918 170 
1919 176 
1920 189 
1921 199 
1922 212 
1923 233 
1924 256 
1925 304 


Gross Sales 
5,116,099 
6,508,752 
7,923,064 
10,325,487 
13,258,227 
16,097,393 
20,943,300 
26 3°6,547 
30,690,700 
36,309,513 
42,668,061 
$1,245,311 
55,859,010 
65,191,467 
81,843,233 
90,096,248 
105,965,610 





Merrill, Lynch & Company 
120 broadway 11 East 43rd St. 
New York 
Chicago Detroit Milwaukee Denver Los Angeles 
Members of the New York, Chicago, Detroit and Cleveland Stock Exchanges 
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What Should You Do Now— 


“Buy”’ —or “Sell”? ? 


Each investor ought to ask himself, is my real aim to hold stocks or to make profits? 
Let us see why. January 22, with stocks practically at the top, we said: 

“Prices will not be merely three or four points lower but decidedly lower, a good- 
sized slump. The main aim is to be ready to buy stocks then. And being ready to 
buy stocks then means preparing ahead of time by selling when stocks are high.” 

Note how sound and _ profitable—March 3, Atchison was down 16 points from_ the 
year’s high, Steel down 17 points, International Telephone, 21 points, Baldwin 32 points, 
etc., etc. Here was the time to buy. Our clients did buy. 

What next? Stocks have rallied, now turned irregular. Are conditions basically 
unsound, with lower prices ahead? or will stocks have a strong “spring rise’? 

Clear-cut analysis, with definite recommendations, is being prepared for clients. A 


timely forecast—for investors whose main aim is profit. A sample copy, without charge. 
Simply address 





American Securities Service, Suite 837, Corn Exch. Bank Bldg., New York 























Middle West 
(Concluded from page 266) 














ter to increase the authorized capital stock 


from 900,000 to 1,750,000 shares. Each 
of the preferred stocks is scheduled for 7 
an increase of 200,000 shares and the other 
450,000 shares belong to the common. The 
provision in the charter which limits the 
payments on the common stock to $5 a |~ 
share, unless an additional 1 per cent is ~ 
paid on the prior lien, necessitated the in- | 
crease to 8 per cent on this issue when | 
the change was made to the 6 per cent 
rate on the common. The charter also 


provides that before payment of more than | 
$6 per share can be made on the common | 


stock an additional payment of 1 per cent 
must be made on the preferred stock. In 
anticipation of further increased payments 
on the common in view of the earnings, 
the 7 per cent preferred stock holds un- 
usual possibilities because, at a price of [7 
$108 with the rate increased to 8 per cent, | 
a yield of 7.4 per cent would prevail at 
these prices which would be out of line 


in consideration of the values behind the | 


stock. To sell on its present basis of 
yielding 6.5 per cent the stock could com- 
mand a price of over $120 per share 
should the $8 rate be inaugurated. Be- 
side the security of the issue there is added 
the speculative flavor of further price ap- 
preciation and with the stock paying a 
good income. 

Middle West has made rapid and con- § 
sistent progress. In the eight years dat- | 
ing back to 1918 the gross earnings of é 
the company have multiplied from $12- 7 
000,000 to over $60,000,000 in 1925. The a 
customers served have increased from 
234,004 to 848,474 in this same period, 
showing in addition to the greater num- 
ber served there was a tendency toward 
the increased use of energy per unit. The 
electrical output in 1918 was 254,261,162 
kilowatt hours comparing with 1,4%,- 
057,571 in 1925. This progress should, 9 
without doubt, continue at a rapid pace, 
for with the acquisition of new proper- |] 
ties the company is adding materially to | 
the possibilities of further increased earn- 
ings and this in turn should be reflected fF 
in the price of the securities. Middle 
West offers opportunities in its three 
classes of stock that can favorably be E 
recommended for the long pull. The pre 
ferred stock is favored at this writing. 


) 


Heywood Brooks Halted 

A temporary injunction was secured 
against Heywood Brooks by Attorney Get- 
eral Ottinger on the ground that he was 
selling “fake” oil stock. Heywood Brooks 
was operating under the name of Hey- 
wood Brooks & Company and his principal 
promotion was the Royalty Holding Corp. 
in which a Buffalo woman alleges she 
lost nearly $10,000. 
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Martin Law Under Fire 


N connection with the barrage attorneys 

for George Graham Rice have started 
against the constitutionality of the Martin 
Act, a well-intentioned subscriber of THE 
FINANCIAL WorLD points out that it is not 
a question whether Rice is wrong or right 
in his methods of operation, but whether 
the law is sound in principle. 

This correspondent thinks the law violates 
some fundamental principles in law and 
divest the citizen of certain guarantees pro- 
vided by the constitution. 

“Nowhere else in any code of law,” 
the writer goes on to say, “that I know of, 
can a defendant be compelled to incriminate 
and give testimony against himself. Under 
the Martin Law the Attorney General can 
so compel an accused or the defendant to 
do and the Attorney General at once be- 
comes the prosecuting attorney, magistrate 
and judge, imposing sentence without giv- 
ing the defendant a chance to call his wit- 
nesses or be represented by counsel.” 

“The Martin Law may have many good 
features, but once such destructive fea- 
tures, so carefully safeguarded by the 
framers of our constitution enter it, in 
my opinion would vitiate the best law in 
the land.” 


Regarding the legal aspect of the Martin 
Act, we do not intend to touch upon. At- 
torney in constitutional law are better pre- 
pared to discuss this phase of it. THE 
FINANCIAL WorLD is informed, however, 
that the Martin Law follows closely in its 
fundamental principles the Donnelly fraud 
act, which has stood every legal test re- 
garding its soundness in law. 


As laymen we can only judge a law from 
the good it does for the public compared 
with its harm and tested by this standard 
it must be said that it has accomplished 
more to eliminate financial crookedness 
from New York State than any other legis- 
lation yet devised. There has not been a 
single instance where the law has inter- 
fered with any legitimate business and 
everyone it has enjoined from continuing 
in business the evidence produced indicates 
should have been barred. The public’s 
interest is always above the individual’s. 


Under the Martin Law the Attorney 
General only performs the function of an 
examining magistrate. It is his duty to 
establish to the satisfaction of the court a 
Prima facie case of financial fraud ; and 
when this is done is permitted under the 
law to temporarily restrain the defendant 
from continuing business until he produces 
evidence to show his business to be legiti- 
mate, 

It is difficult to see how under these cir- 
cumstances the Martin Law deprives any 
defendant from any of the rights guaran- 
teed him under the constitution. 


——o 


: Pleased with Service 

I have been reading THe FINANCIAL 
Wortd for several months and I am 
Pleased: with the honest way in which you 
analyze securities.” W. W. T. 


“Tell geuy friends they need it.” 
March 20, 1926 
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Well Secured Public Utility Bonds 
To Yield Over 7.60% 


These $20,000,000 7% bonds, due 1952, are secured upon hydro- 
electric properties and transmission systems appraised at $40,000,- 
000, which appraisal is concurred in by Stone & Webster, Inc. 
Mortgage debt is at rate of less than $56 per installed horse- 
Bonds are issued by Italian Public Utility Credit Institute 
and are payable principal and interest in New York in United 
They represent closed first mortgage obliga- 
tions of important hydro-electric companies 
power in a territory of 16,000,000 population, including the cities 
of Rome, Turin, Milan, Florence and Pisa. 


Circular and Illustrated Booklet on Request 


STONE & WEBSTER 


INCORPORATED 
NEW YORK BOSTON CHICAGO 
120 Broadway 147 Milk Street First Nat’l Bank Bldg. 
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Swoboda Dispenses Millions 

WHEN Frank Munsey died he left his 

millions to the Metropolitan Museum 
of Art. Rockefeller junior believes in 
doing good while he is alive, so he gives 
$10,000,000 for excavating the old ruins 
of Egypt, and is equally liberal in othes 
worthy directions. 


Alois P. Swoboda, the physical culture 
expert, seems to want to walk in the foot- 
steps of these generous philanthropists, 
and not possessing their millions he aspires 
to emulate their example by proxy—using 
Mother Earth for this purpose. He thinks 
he has found a place in her bosom where 
is concealed wealth running into the mil- 
lions—and if he can extract it he will hand 
it out with a bountiful generosity. 


He said he has already made more than 
$300,000 himself. Whether he has or not 
cannot be confirmed—the proof is entirely 
in his possession—but he is reluctant to 
submit it to the public. In his long letters 
to his pupils he also tells how he has re- 
fused several millions of dollars for the 
property in which he wants to interest 
them; but whether it is cash or in stock 
he also leaves very much in doubt. 


However, he does not conceal his eager- 
ness to get his pupils to loan his company 
money. This is where his philanthropy 
comes in. For each thousand dollars so 
loaned Swoboda guarantees to return at a 
certain period dollar for dollar and at the 
same time give the lender a share of stock 
free for each dollar advanced. 


The only vital factor Swoboda has made 
no provision for in his utopian scheme of 
promoting his Golconda is what might 
happen if he has mistaken the spot in 
Mother Earth’s bosom where the millions 
he is seeking are located, 

Swoboda’s unusual generosity is un- 
equaled in the history of mining exploita- 
tion—if it were not entirely on paper— 
and further, if the records did not show 
so far he has not been much of a success 
outside of instructing physical culture. 
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new customers were 
added to the Company’s 
lines and mains in 1925. 
This increase—the great- 
est in the Company’s his- 
tory—reflects thegeneral 
prosperity prevailing in 
the territory served. 


Write for latest 
YEAR BOOK with 
story of this 
Company’s Progress 


PUBLIC SERVICE 


COMPANY 
OF NORTHERN ILLINOIS 


Serving 6,000 square miles—23¢4 cities 
and towns—with Gas or Electricity 
General Offices: 

72 West Adams Street 
Chicago, Iil. 








—————— 
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chases made are at present represented by 
certificates in the strong box. 


° . To take some of the outstanding exam- 

Associated Gas and Electric ples we find United Light & Power sold at 
a high price of 143% and declined to 701 

System ; 2 


and is at present quoted about 80, a decline 
of 44 per cent. American Light & Trac. 


tion sold as high as 264 and reacted to 197, 
enemmmanans and is now about 219, a present deprecia- 
tion of 21 per cent in market valuation, 
Consumer Confidence United Gas Improvement touched a high * 
Customer ownership means not only an oppor- of 144% and went from there to 85 and @ 
tunity to invest; it indicates also the confidence has come back to 100, representing about 7 
which the customers have in the company that 30 per cent of a falling off. The fact must f 
serves them. not be lost sight of that all the purchases | 


Customer ownership among public utilities began ante Come sat goniny Se mae at ae 
about 1914, but it did not develop actively until after extreme high. tn fort, « lenge perce 
the World War. In 1919 there were 45,000 customer were made some time before the peak was 
owners in the electric light and power industry as a reached. oe 
whole; at the end of 1925 there were approximately Compare this with what happened in 


1,307,000—a twenty-nine fold increase. American States. The A stock dropped 
j ‘ 4 from 834 to 234, a drop of 69 per cent, 
The customer investors in the Associated System The B stock sold as high as 53% and re 


during the same period increased from some 600 to 
approximately 21,000—a thirty-six fold increase, The values in American States have a 
reaching a ratio of 1 investor to every 13 customers. urally been affected by the drop in prices, im 


The management of the Associated System prizes but with the securities held in the strong 
‘the confidence which the consumers—those who box the income from them has not been 
know the company and its daily business methods— impaired, and if owned outright should not 
have in it, and realizes its obligation in maintaining reflect a greater depreciation than shown | 
a sound, growing business. in the span between the purchasing price | 
and present quotations. 

We invite inquiry regarding opportunities for expanding your President Hulswit’s commitments on his 77 
business by locating in territories served by properties of the personal account are his own affair. Act- 

. > ing as trustee for the stockholders of 
Associated Gas and Electric Company American States is an entirely different 
For information concerning Associated facilities situation and the present audit is being 
and securities, write to tts subsidiary and ask for made to satisfy stockholders. What the 

our booklet, “Interesting Facts.” result will be remains a question that 
ASSOCIATED GAS AND ELECTRIC SECURITIES CO. should be answered next week, but on the 
Incorporated face of things it appears that the stock: 7 
61 Broadway New York have generously discounted the adverse de 
velopments. Until the findings of the audi! 7 
are made public it does not appear that 


os . sacrificing the stocks at these levels would | 
Time tow American States to Report be good policy. A more complete analysis § 
\ The recent sharp decline in the public of the situation will be made when the 
utility common stocks which was reflected audit is available, which we expect to pub- 7 
Or lime to in the securities held by the American jis) in next week’s issue of THE FINat- 
States Securities Company and in its own (j,4; Wort. 
outstanding stock prompted THE FINAN- 
CIAL WorLD to make an investigation into 
the situation. Chesapeake & Ohio Pays More 
Advice from official sources is to the eine 4,” Guenther's' Approisa _ 
effect that an audit is at present,being made The dividend on Chesapeake & Obio/™ 
to determine the value of the assets of the ©°™mon was increased to $8 yearly anl)y 


Founded in 1852 


ceded to 1, a drop of over 80 per cent, 
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aot ten bel Ge to company. This is expected to be complet- @" extra dividend to bring the rate 4 
ee a verge of a great bear ed in about one week’s time and the opinion that amount for 1925 of $4 was dF 
market ° : ing & 
McNeel’s Service turned bearish was expressed that it would prove satisfy- clared; the same was done with Hocking 


a eieteey emattea: ff ing to the stockholders, Valley and the Nickel Plate was give # 
peak, 


i f ° ° ° ° oqe 
ee es tae a While the decline in public utility stocks 


weneee constantly of the collapse to was severe it did not assume the propor- 
kts latest advices should tions of the decline in American States 
prove equally profitable. _ securities. The question arises as to whether 
or not the pendulum after having cut its 
h in th i i i : : : 
path in the ascension did not gain mo- ation, of course, is the result of the I 
mentum in the descent to the extent of 2s . 
: , verse decision on the Nickel Plate merge 
a — undervaluing the assets behind the com- * k 
“ae | pany. In the holdings of the company ~ oy 
(ta Aristocracy of Successful Fnvestors" there were some extreme declines that Expresses Appreciation 
Send Free Bulletin SW-4-11 amounted to almost 50 per cent, while on “I would like to take this time to - 
the other hand the securities of the com- you for your service of which I profitey 
DR icnnevcccovecsnceecsseess pany itself were subjected to a decrease in 1925. I am telling others about it, | 
of about 75 per cent in market valuation. think they need it.” F. J. 7. 
We are officially advised that holdings were * 2-* 


purchased outright and that all such pur- “Tell your friends they need it.” 
The Financial Worl! 


extra of $1.25. Deducting this $6 payf 
ment from the current market price of” 
C. & O. (the stock goes ex on April 1) 
would make the stock attractive on an i 
vestment basis with a yield of 6.4 per cet! 
and earning the dividend twice over. This 
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The Invisible Hand 
(Concluded from page 374) 
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Real Light on Rails 
(Continued from page 367) 
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Another phase of the expansion of ac- 
tivities of A. E. Fitkin and his public 
utility interests, is the purchase of the 
Royal Insurance Building at 84 William 
Street on the northeast corner of Maiden 














Royal Insurance Building 


Lane, which will be future headquarters 
for all the activities of the Fitkin Utili- 
ties, Inc., National Public Service Cor- 
poration, and the General Engineering and 
Management Corporation. 


This later picture is the material side of 
the Fitkin properties. To the human eye 
their outward aspect is uninteresting—it is 
just as inanimate as are any of the tall 
smoke stacks which identify to the passer, 
a power house of some public utility en- 
terprise. 


But their tall stacks are all shafts which, 
when symbolized into man’s creative efforts, 
Weave out an industrial romance. They 
trace the mystic figure of some invisible 
hand and some invisible mind behind them 
all—some go getter—who in his accom- 
plishments indirectly benefits others—and 


a multitude also—much more than he bene- 
fits himself. 


It is the hundreds of Fitkins throughout 
the country who have made it possible 
through their creative efforts for Amer- 
ca to expand so rapidly. It is because 
these men take off their coats, and in their 
shirts and rolled-up sleeves, get down to 
the hard work of raising the millions and 
then afterwards managing them with such 
care that has made the public utility in- 
dustry the marvel of the western hemi- 
sphere—and now they are casting their 


€yes over the seven seas for other worlds 
to conquer, 
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were adversely affected by a rise in these 
fundamental factors so will they be fav- 
orably affected by a continuance of the 
broad decline that is under way. 

Thus the most important fundamentals 
affecting the course of bond prices and 
railroad and public utility net earnings are 
in a highly favorable position. Obviously 
I am enunciating a long pull point of view. 
That is the viewpoint which THE FINAN- 
CIAL WoRLD bases its forecasts upon. The 
longer term future can confidently be said 
to be highly favorable to bonds with a 
fixed return and to companies like rail- 
roads and public utilities which have a 
fixed return and render the most essential 
service in this country. 

Now that we have the long term funda- 
mental outlook defined let us examine the 
next fundamental. I have reference to 
probable future earnings. In 1925 the rail- 
roads reported the largest net in their his- 
tory. They ended the year in the best 
physical conditions in their history. They 
handled an immense volume of freight 
without any congestion worthy of mention. 
They ended the year with their equipment 
in prime condition and plenty available to 
handle any traffic offered. Great strides 
in operating efficiency have been made and 
more are in prospect. The railroads have 
reached a state of physical condition that 
sharp reduction in maintenance expenses 
could be made without unduly decreasing 
efficiency. Traffic prospects for the com- 
ing months certainly are favorable. It is 
highly probable that earning reports start- 
ing with march will be highly favorable as 
comparisons are made with the same 
months of 1925, which were below those 
of 1923. I think it can readily be seen 
that earning prospects are clearly defined. 


The next important factor to look into is 
whether these favorable fundamental pros- 
pects are already reflected in market prices. 
The average investor all too often forgets 
the all-important question of market level. 
I have outlined in THE FINANCIAL WorLD 
a broad yard stick of value. If the yield 
is less than 6 per cent and if the earnings 
are less than 10 per cent of the market 
price there must be some exceptional con- 
ditions to make a stock attractive. The re- 
cent break (without recovery) in many 
overmanipulated stocks has amply vindi- 
cated the soundness of applying that yard 
stick. There are few railroad stocks that 
are selling as high as ten times their cur- 
rent earnings. There are’ many that are 
not. There are few railroad stocks that 
are selling to yield much less than 6 per 
cent; there are many that yield more. But 
the mere fact that a 6 per cent (or better) 
yield is obtainable and that current earn- 
ings are 10 per cent (or more) of market 
price is not enough. There must in addi- 
tion be clearly defined prospects for the 
maintenance of the present earning level or 
better yet a probable improvement therein. 
In the railroads, because of monthly earn- 
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THIS SPRING? 


_ As in 1923, the stock market this year has 
confounded the optimists. 

Like three years ago, the latter part of the 
winter has seen liquidation, rather than ad- 
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In 1923, the liquidation carried through the 
Spring, Summer and into the Fall, with only 
intermittent rallies. 


Conditions Parallel Now? 


Can we expect similar developments this 
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ing reports and weekly car loadings, very 
close track can be kept of the all-important 
earning factors and thus give adequate cur- 
rent information on which to conduct an 
intelligent investment. The tabulation ac- 
companying this article clearly reveals 
that, based on our yard stick of values, 
namely yield, earnings compared to mar- 
ket price and earning prospects, that there 
are many rail stocks selling at attractive 
prices. It indicates why we regard the 
rails as the most undervalued group in the 
list. 

The foregoing makes it possible to rec- 
ommend the rails strictly on an investment 
basis. There are distinct speculative pos- 
sibilities in addition. In last week’s issue 
of THE FINANCIAL Wor tp I discussed the 
highly constructive nature of the Inter- 
state Commerce Commission’s decision on 
the Nickel Plate case. The Commission 
has now laid down a rule of procedure and 
one that should present no insurmountable 
obstacles to future railroad consolidations. 
It has further clearly indicated that it de- 
sired railroads to confine their activities to 
the transportation business, which, by im- 
plication, means that many “melons” are 
in prospect. I shall reserve discussion of 
these for a later article. There is no 
question but that a soundly conceived 
merger is highly beneficial to railroad se- 
curity holders; it benefits those most who 
hold the securities before the merger plan 
is announced, 

In Mr. Guenther’s next bargain list (to 
appear in an early issue) the rails will 
again be liberally represented. Making a 
selection for the average man, from the 
rails on the table that accompanies this 
article, looking for the best possible return 
on his money, with an adequate factor of 
safety, it seems to me that the high yielding 
Northwestern rails are entitled to first con- 
sideration, namely Union Pacific, Northern 
Pacific and Great Northern. Next would 
come the high yielding preferred stocks 
with a good factor of safety, namely Wa- 
bash preferred A, the Rock Island pre- 
ferreds, Pere Marquette preferred, St. 
Louis-San Francisco preferred, and Bangor 
& Aroostook preferred. Dividend payers 
having clearly defined dividend increase 
possibilities not fully represented in current 
market prices are B. & O., Soufhern Pa- 
cific and Pennsylvania, Those that may 
offer stock on attractive terms include 
Atchison, New York Central, Illinois Cen- 
tral and Southern Railway. As stated be- 
fere in a later article I will discuss the 
“melon” possibilities but unquestionably the 
most important melon is that in Delaware 
& Hudson, which I discussed in the Febru- 
ary 20 issue. 

Lest it be thought that I am giving only 
one side of the railroad picture and ignor- 
ing the objections raised from time to time 
I will also discuss them. First there is 
the popular theory that the earnings of the 
railroads are limited; as a matter of fact 
they always have been limited and now 
are limited to a 6 per cent return on valua- 
tion plus one-half the excess there above. 
A 6 per cent return on property value 
means much more than 6 per cent on the 


stock; in the case of Atchison, for in. 
stance, it means about $20 per share be. 
fore half of additional net would have to 
be turned over to the government. I might 
point out in passing that competition also 
limits the profits of most industrial enter- 
prises. In 1925 U. S. Steel, despite the 
fact that all records for steel ingot pro- 
duction were broken in that year reported 
about the same net earnings as in 1902, 

The next objection to the rails is that 
they are beset by the politicians. That also 
has been true for many years. As a mat- 
ter of fact the present laws and the pres- 
ent administration are more favorable to 
the railroads than at any time in their his- 
tory. There is little prospect of any rail- 
road legislation in Washington during the 
present session. All. that is in prospect is 
the labor bill and the amendments by 
which Senator Cummins proposes to make 
consolidations easier. The former has 
been jointly worked out by the railroads 
and the labor leaders and has the pres- 
ident’s approval, The latter probably will 
not pass and probably will be construc- 
tive if it does. 

The next objection is the threat of labor 
trouble and higher wages. There have 
been few years indeed in the history of 
the railroads that that has not been pres- 
ent. The present wage demands, which the 
daily press has calculated to amount to 
$500,000,000 yearly, of course, will not be 
granted in full, Wage demands in the 
past have been based on the rising cost of 
living. The cost of living, judged by the 
recent course of commodity prices, has been 
declining. The railroads of the Southeast 
are earning above 6 per cent on their 
property value and might as well give 
some of it to their employes as to the gov- 
ernment. I see no probability of any such 
advance in railroad wages as to seriously 
impair earnings nor any probability of any 
labor trouble that would tie up transporta- 
tion. 

Another objection is that the motor bus 
is taking away business. This probably is 
true of the short haul business and there 
is no question but that the automobile has 
adversely affected the short haul passenger 
business also. But in this growing country 
traffic for the railroads continues to in- 


crease particularly in the more remunera- |7 


tive long haul field. 

Furthermore the western roads have just 
filed their briefs for a freight rate in- 
crease with the Interstate Commerce Com- 
mission and it is hard to see on what basis 
the Commission can refuse to grant an 
increase, especially the roads of the North- 
west, a more adequate return. 

Based only on the relationship between 
current market price, current dividends and 
current and probable future earning power 
it is my judgment that the foregoing clear- 
ly shows that the rails are undervalued 
and undervalued to an extent to be found 
in no other group. In next week’s issue ! 
will discuss some of the speculative possi- 
bilities in the rails, which will include 
mergers, distributions of outside holdings, 
dividend increases, stock dividends and 
stock rights and the prospects of a freight 
rate advance in the west. 
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About Rents and Vacancies 


By W. C. Clark 
Economist, S. W. Straus & Co. 


N economic affairs, the public mem- 

ory seems to be amazingly short. 

Before the war this characteristic 
was a matter of frequent comment in 
connection with studies of the recurring 
phases of the business cycle. In those 
pre-war days when the duration of a 
major cycle was normally 7 or 8 years, 
students of business activity were con- 
stantly distressed to find that in each 
period of boom business men persisted 
in repeating precisely the same mis- 
takes which they had made seven or 
eight years before and for which they 
had suffered severely. Not only the 
lessons, but the normal conditions of 
the past are soon forgotten. A striking 
illustration of this is to be found in the 
current popular attitude to the rental 
situation. 


For the last eight years we have been 
living in a seller’s market in so far as 
housing and building facilities were con- 
cerned. During that period the demand 
for such facilities has been constantly 
and at times markedly in excess of sup- 
ply. As an inevitable result, rents have 
been steadily rising, though at varying 
rates of speed. During the war, for in- 
stance, when commodity prices were 
climbing at an alarming rate, house rents 
rose only slowly. When in 1920 the 
Department of Labor’s index of the cost 
of living had reached 210 and its whole- 
sale price index 250, ihe house rent in- 
dex had not yet attained 160 (that is, 60 
per cent above the 1913 level). In the 
ensuing depression of 1920-21, house 
rents remained practically stable in the 
face of a headlong tumble in wholesale 
and other retail prices. In 1922, how- 
ever, rents began to rise again, this time 
more rapidly than general wholesale or 
retail prices. In December, 1924, a high 
point of 168.2 was reached. Since that 
time, while in some cities rents have 
continued to rise, in other cases they 
have remained stationary or have shown 
a slight downward tendency. As a re- 
sult, the Government’s index number 
registered a decline of 6/10 of one per 
cent to 167.1 last December (the latest 
date for which reports are available). 
Incidentally it may be of interest to note 
that the Labor Department’s index of 
the cost of living on the same date was 
177.9; in other words, while house 
rents had risen 67.1 per cent above the 
1913 level, the cost of living generally 
had risen 77.9 per cent. A similar in- 
dex number of housing rents is com- 
puted by the National Industrial Con- 
ference Board. According to this index, 
house rents for the country as a whole 
increased from 165 in the summer of 1922 
to 186 in August, 1924, and have since 
slowly declined to 177 in December, 
1925. 


Perhaps a somewhat more compre- 


hensive picture of the developing rental 
situation may be secured from a sum- 
mary of the semi-annual surveys of the 
National Association of Real Estate 
Boards. For the last three or four years 
this association has received reports on 
the rental market from its constituent 
local boards in 250 or more cities. The 
following tables gives the percentage of 





Residential Rents 
Rising Stationary Falling 
3 


Date of Survey 

October, 

June, 1923 

Nov., 1923 

June, 192 

Dec., 1924 

June, 1925 

Dec., 1925 9 

Date of Survey Rising Stationary Falling 
Business Rents 

October, 1922 6 

June, 1923 K 3 

Nov., 8 

June, not reported 

Dec., , 47 3 

June, not reported 

Dec., 48 5 





cities at each date reporting rising, sta- 
tionary and falling trends of rents for 
both residential and business structures, 
It is significant to note that in prac- 
tically two-thirds of the cities report- 
ing, residential rents seem to have 
reached stabilization while in 95 per cent 
the rentals of central business properties 
are either stable or still rising. 

What has been happening in the last 
few years is that the level of rents has 
been gradually adjusting itself to the 
higher level of commodity prices,—to 
the higher level of all values expressed | 
in terms of a dollar of lower purchasing 7 
power. For the last three years, for in- 4 
stance, wholesale commodity prices have J 
shown a rather remarkable stability ata 
level from 50 to 60 per cent above the 
1913 average and the considered opinion = 
of the best economic authorities is that § 
for the next few years the general trend 
of prices will be horizontal at approxi- 
mately this level. Neither drastic de- 
cline to pre-war averages nor rapid in- 
flation to higher levels is to be expected. 
In other words, we are on a new and 
higher plane in so far as prices are con- 
cerned or, conversely, the measure of 
all values in this country, the gold dol- F 
lar, is smaller than before the war and 
is likely to remain so. Now all prices, 
in whatever market and whether of com- 
modities or of services, are interrelated 
—are knit together into a highly in- 
tricate and sensitive system. Any dras- 
tic disturbance to the economic struc- 
ture, such for instance as the Great War, 
will seriously affect this price system 
and will throw the normal relationship 
between the various parts of the system 
temporarily out of gear. Ultimately this 
normal relationship will be re-estab- 
lished, not necessarily the precise former 
relationship but at least one sufficiently 
in conformity with governing realities 
to make it reasonably stable and perma 
nent. And so we find the story of the 
period since the Armistice largely a rec 
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ord of the effects of unbalanced relations 
between the various parts of the price 
structure, caused by the greatest wan 
and the greatest rise in prices of all time, 
and a record of the gradual restoration 
of a more equitable and stable equilib- 
rium. Part of this record is the rise 
of rents to the point where the prices 
of the facilities offered by residential and 
business buildings would be in a more 
reasonable and stable relation to the 
prices of all other goods and services. 

As already indicated, this adjustment 
of rents to the new plane of prices was 
at first sluggish but later rapid, insistent 
and spectacular. Like all such adjust- 
ments it was based on changing condi- 
tions of supply and demand in the mar- 
ket and was worked out by the ordinary 
process of bargaining between the buy- 
ers and sellers of space. The owners of 
property were able to boost rents stead- 
ily and substantially because demand 
was constantly and considerably in ex- 
cess of supply. However, such a condi- 
tion would not, and should not, con- 
tinue forever; and it was probably only 
natural that at least in some localities 
and for some types of structures, prop- 
erty owners in their effort to overtake 
the rise in the general price level should 
ty to push their rentals somewhat too 
high. It was also perhaps only human 
nature to exaggerate the significance of 
the first evidence that this objective had 
been reached and that a slight cor- 
rective reaction had occurred. At the 
first sign of vacancies and of falling 
rents, tenants have become too enthu- 
siastic, some weak owners of property 
perhaps have become somewhat too 
panicky, and the public generally has 
rushed to wrong conclusions in regard 
to the significance of the changed 
situation. 


If we had only the will and the power 
to visualize the past, we would see that 
the appearance of “To rent” signs on 
buildings and of “To Let” advertise- 
ments in the newspapers, of a moderate 
surplus of dwellings and offices, and 
even of rent concessions proves not 
that we are in an abnormal condition 
and are rapidly heading for destruction 
but simply that we are changing from a 
highly abnormal market to one that may 
be perfectly normal and healthy. In the 
building field there can be no question 
that a seller’s market, the market of 
the last seven or eight years in which 
demand has constantly and markedly 
exceeded supply, is a highly abnormal 
one. The normal market is one in 
which supply is always in reasonable ex- 
cess of demand. In other words, in 
normal times there has been in every 
American city a surplus of residential and 
business facilities—a certain percentage 
of vacant space which tended to persist 
year in and year out, increasing in years 
Of depression but normally never dis- 
4PPearing even in good years. 

The briefest consideration should dem- 
onstrate why this so-called normal per- 
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centage of vacancy is not only inevitable 
but also necessary and desirable: 

(1) Such a vacancy is necessary to al- 
low some freedom of choice and of move- 
ment without which the tenant would be 
constantly at the mercy of the landlord. 


(2) Not only must freedom of con- 
tract as between landlord and tenant be 
assured but vacancies must exist at all 
times to take care of increasing popula- 
tion. 

(3) A reserve should also be avail- 
able to take care of the increasing wealth 
and the rising standards of living of the 
city’s population. 

(4) A considerable percentage of va- 
cancy must also be allowed for the grad- 
ual obsolescence of buildings and the fre- 
quent shifting of business and residential 
districts, 

(5) Finally, a moderate percentage of 
vacancy is necessary to compensate for the 
inevitable errors involved in the distribu- 
tion of facilities by types, sizes, price 
groups and locations. 

For these and other reasons a reasonable 
percentage of vacancy in a typical Amer- 
ican city is a perfectly normal and desir- 
able condition. Just what that normal per- 
centage is or should be is another question, 
and a question which is very difficult to 
answer. 

It is probably safe to say that the va- 
cancy is larger than most laymen would 
suspect. Only where such normal va- 
cancy has been exceeded can the city or 
section of a city be said to be overbuilt. 
It may be that in a few cities or in cer- 
tain sections of particular cities or for cer- 
tain types of structures in some Cities, 


overbuilding may now be in_ evidence. 
Such instances, however, are sporadic 
and of local significance only. Too much 


emphasis can not be placed on the danger 
of making “city, borough or even district 
generalizations” in regard to building sat- 
uration, As a recent careful investigation 
has shown, “An accurate knowledge of 
district conditions is valuable in many 
ways, but in the last analysis the sound- 
ness of a new building venture should be 
judged as an individual proposition with 
great emphasis placed upon such factors 
as the exact type of building, its location 
advantages, its transportation accessibility, 
the land value trend, the economic trends, 
and the ability of those to whom the 
leasing and maintenance is to be en- 
trusted.” 

It should also be remembered that any 
responsible company lending on real es- 
tate always makes allowance for the nor- 
mal vacancy in calculating its estimate of 
gross and net income for a proposed struc- 
ture. Not only are current rental rates 
per square foot of net rental area or per 
rentable room discounted to take care of 
any probable decline in rents but all such 
rates are always applied against a normal 
percentage of occupancy which makes due 
allowance for the various factors deter- 
mining normal vacancy for a structure of 
the proposed type in the contemplated lo- 
cation. 








DEPENDABILITY 


Farm Mortgages are free from the 
dangers of inflation, deflation, inventory 
losses and all other incidental factors 
of business readjustment. 


We specialize in 


f FARM | 
Arkansas * MORTGAGES | Oklahoma 


and are Loan Correspondents for a 
number of Life Insurance Companies in 
these States, who give preference to 
our offerings. 


The upward trend of land values is 
significant in adding additional strength 
to farm mortgages. 


Our offerings will meet your every 
requirement, From $300.00 upward. 


Write for particulars, 


The John A. Guthrie Mortgage Co, 


Mortgage Bankers 
FORT SMITH, ARK. 














First M 
8% taadiaieee iad 8% 
COVERING REAL ESTATE IN TAMPA 


Florida’s Leading Industrial City 


Guaranteed by Established Corpora- 
tion with paid Capital and Surplus of 


over 
$725,000 
Write for Porticulars and Booklet. 


8% Semi-Annual Interest Guaranteed, 
Remitted in New York Exchange. 


FLORIDA MORTGAGE, 
TITLE & BONDING CO. 


TAMPA Box 2233 FLORIDA 
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Safe 6% | 
First Mortgage 
Bonds 


For over twenty years every 
dollar that has become due 
on the first mortgage build- 
ing bonds sold by us has | 
been paid to every investor. | 











This successful record 
so vigilantly main- 
tained in the past, is 
your future assurance 
of safety. 
For peace of mind and free- 
dom from wortry, invest in 
the First Mortgage Bonds 
we now Offer yielding 62%. 


Write for Circular S-240 | 


AMERICAN BOND & 
MORTGAGE (0. 


Established 1904 Incorporated 
AN OLD RESPONSIBLE HOUSE 
Capital & Surplus over $7,500,000 
345 Madison Avenue, New York 
127 North Dearborn Street, Chicago 


Detroit, Cleveland, Boston, Philadelphia 
and over thirty other cities 
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Over the Counter Market 


Edited by William J. Healy 




















We Deal in 


BANK & TRUST CO. SUGAR 

PUBLIC UTILITY TOBACCO 

BAKING CO. INDUSTRIAL 
STOCKS 


Stone,Prosser &Doty 


INVESTMENT SECURITIES 
52 William St., N. Y. Hanover 7728 














Continental Gas & Elec. Corp. 
Securities 


Howe, Snow & Bertles 


(Incorporated) 
120 Broadway New York City 
Telephone Rector 3563 














American States 
Securities Corp. 
Rights 
Warrants 
Common Stock A 
Common Stock B 


PYNCHON & CO. 


Members New York Stock Exchange 


111 Broadway New York 


CHICAGO MILWAUKEE 
LONDON LIVERPOOL 




















Safe securities of Electric Lignt and 
Power, Gas and Transportation Com- 
panies yielding 7% and more 

Write for list. 


UTILITY 
SECURITIES 
COMPANY 


72 W. Adams St., CHICAGO 


Milwaukee St.Louis Louisville Indianapolis 











100 Years of Commercial Banking 
CHATHAM 


pHENix» CHATHAM PHENIX 
- NATIONAL BANK anp 
aE TRUST COMPANY 

Ninion 5 — Resources over $250,000,000 

TRustcompaM! ©=©—. 149 Broadway, Singer Bidg. 


Branches from Battery to Bronx 


ST. LOUIS 
Mark C. Steinberg & Co. 


Members New York Stock Exchange 
Members Chicage Stock Exchange 
Members St. Louis Stock Exchange 


300 N. Broadway St. Louis, Mo. 


HERE was little change in the 

| character of trading in the over 
the counter market this week. A 

few issues developed an easier tendency 


in sympathy with the further reactionary 
tendencies on the big board but offerings 
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that appeared were not of sufficient volume 
nor pressing enough to bring about a de- 
cided downward movement in_ prices. 
Trading continued quiet generally and the 
majority of brokers were inclined to con- 
tinue their waiting attitude. 

Pronounced weakness in insurance 
stocks led by the Hartford group featured 
the trading. Offerings of Aetna Life sent 
the price to a new low for the current 
movement, unsettled the list in general 
and was responsible for withdrawal of 
numerous bids from the market. At one 
time Aetna Life was offered around $825 
a share, more than 325 points below what 
was being paid for the stock two weeks 
ago or so, The rights which stockholders 
received in connection with the increase 
in capitalization were traded in around 
$225 to $250 for each right. 


The decided weakness in the group may 
be traced directly to the affairs of the 
Automobile Insurance Company which is 
controlled by Aetna Life. The latter re- 
cently increased its capital stock to $15,- 
000,000 to supply funds to the Automobile 
Insurance Company, which was in finan- 
cial difficulty. The affairs of the subsid- 
iary are to be completely reorganized and 
an increase in capitalization from $4,000,- 
000 to $5,000,000 is contemplated, which is 
expected to place the company back on 
its feet. 

Connecticut 
about 100 
stock is 
hands. 


General Life was 
points lower, though 
understood to have 


quoted 
little 
changed 


While certain light and power stocks 
were being attacked at various intervals 
with a view of inducing liquidation, the 
group, as a whole, succeeded in holding 
up fairly well. It is generally conceded 
that the outlook for utilities is good es- 
pecially the high yielding preferred stocks 
of leading companies, a’ list of ‘which is 
published elsewhere in this issue. An- 
nual and monthly reports of such com- 
panies now appearing are most reassur- 
ing, revealing substantially increased earn- 
ings Over previous periods. 


The Niagara, Lockport and Ontario 
Power Company, with its subsidiaries, re- 
ported gross earnings from sales of elec- 
tric energy in 1925 of $6,949,537, against 
$5,971,740 in the preceding year. Net 
from such sales stood at $3,556,084, against 
$3,051,444 in 1924, and gross income in- 
cluding revenues from other sources was 
$3,685,853, compared with $3,132,454. 

Surplus after all charges including 
taxes, rentals, and interest on funded 
debt was $1,731,232 in 1925, against $1,- 
308,307 the year previous. Profit and loss 
was $1,074,659, against $1,528,126 on De- 
cember 31, 1924. 


The annual report for 1925 of the Ohio 


Public Service Company, one of the prin- 
cipal public utility subsidiaries of Cities 
Service Company, shows an increase in 
gross operating revenue to $11,315,432 as 
compared with $10,525,913, while net op- 
erating revenue increased to $4,387,037 
from $3,858,466. After fixed charges bal- 
ance available for dividends and reserves 
was $2,569,433 as compared with $2,289,- 
459 in 1924. Dividend requirements on 
outstanding preferred stock of the com- 
pany were earned 3.67 times. 


The Municipal Service Corporation re- 
ports gross revenue for the year ending 
December 31, 1925, of $6,012,537, which 
compares with $3,114,245 for 1924, an in- 
crease of 93 per cent. Net earnings for 
1925 applicable to dividends on its 200,000 
shares of no par value common stock 
were $407,322, which -compares — with 
$214,988 for 1924, an increase of 90 per 
cent. 

The corporation reports sales of gaso- 
line in New York city for 1925 as 38,275,- 
122 gallons, equivalent to over one gallon 
of gasoline every second, Twenty-two gas- 
oline stations are in operation in New 
York and three are under construction. 


A merger of the Hanover Power Com- 
pany, the Gettysburg Electric Company 
and the Cumberland Valley Light & Power 
Company with the Metropolitan Edison 
Company’ was announced following the 
approval of the consolidation by the Penn- 
sylvania Public Service Commission, 


No change is contemplated in the pres- 
ent operating plans of the merged com- 
panies, which will be known as the Met- 
ropolitan Edison Company. This group 
of properties with the New Jersey Power 
& Light Company’s system, constitutes the 
Pennsylvania-New Jersey super power sys- 
tem of the General Gas & Electric Cor- 
poration, the parent organization, extend- 
ing 250 miles from within a short distance 
of New York to northern Maryland. 

The industrial group was somewhat 
firmer as the result of light buying by 
bargain hunters. 

Pronounced strength in the shares of 
the Phelps Dodge Corporation and sub- 
sequent weakness in Southern Baking fol- 
lowed declines in kindred shares listed on 
the big board. The Phelps Dodge annual 
report is expected to be published soon. 
Those closely connected with the affairs of 
the company are looking forward to 4 
satisfactory statement. 

Singer Manufacturing, selling ex-divr 
dend $33.50 early in the week, gained 
this sum besides closing the week with 4 
further substantial gain. 

Readjustment of market values in the 
industrial group carried American Arch, 
Casein, Aluminum from 1 to 5_ points 
higher. 

Bucyrus suffered the extreme loss of 
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25 points. These shares exhibited quick 
response on the recovery following the 
recent liquidation and at current levels 
were still 25 points above the low of two 
weeks ago. 

Trading was unusually quiet in the 
shares of banking institutions and prices 
did not vary much in the leading stocks. 

Aside from moderately active opera- 
tions in a few baking and petroleum 
stocks, trading on the Curb was quiet 
and in the absence of substantial buying 
orders prices generally moved lower. De- 
clines generally were not of an important 
nature and were limited from fractions 
to about two points for the more active 
issues, 

Statements of earnings continued favor- 
able, an instance being the report of the 
Gulf Oil Company, recording the largest 
net earnings in its history. 

Land Company of Florida continued 
its downward movement, making a new 
low record. The extreme speculation in 
Florida land that carried these shares to 
high levels will very likely carry them 
far in the opposite direction with adverse 
news issuing from the south. There is 
the equivalent of about an acre of land 
to each outstanding share of stock for 
which Seaboard paid around $15 an acre 
before the Florida and Western road was 
put through the property. 

Stockholders of Southern Dairies, Inc., 
have ratified an amendment to the com- 
pany’s charter giving full voting privilege 
to the Class A stock. This action was 
hailed as a victory by those leading the 
agitation opposing the issuance of non- 
voting stock. Heretofore the Class A 
shares have been entitled solely to divi- 
dend preference, without having any voice 
in the affairs or management of the com- 
pany. This is believed to be the first in- 
stance of a corporation amending its 
charter as a result of the attacks made 
by Professor Ripley, of Harvard, on vote- 
less stocks. The Association of Amer- 
ican Investors is firmly behind this move. 








Armour Reports 
(Concluded from page 369) 














were earned on the product marketed. 


Ever since the war the leather business has 
suffered under the burden of excess inven- 
tories and supplies. Stocks on hand have 
now been reduced to a more normal level. 

“A survey of present live stock statistics, 
as well as consideration of general in- 
dustrial conditions, indicates that business 
during the present year will be maintained 
at large volume, Throughout the country 
the people are fully employed at high 
wages, That always means a strong de- 
mand for our products.” 

The bonds of the company are entitled 
to a good investment rating. The pre- 
ferred stock of the Delaware company, 
which is guaranteed by the Illinois com- 
pany and therefore ranks ahead of it, is 
quoted around 97 to yield slightly more 
than 7 per cent; the preferred stock of the 


March 20, 1926 


Illinois company is quoted around 90 to 
yield 7.8 per cent, and the class A stock 
around 24 to yield 8.3 per cent. The pre- 
ferred stocks appear to be reasonably safe 
as to dividends with the greatest factor of 
safety of course in the Delaware issue. 
The class A stock is in a more speculative 
position, but for reasons outlined in the 
foregoing it appears probable that the divi- 
dend will be maintained thereon. The B 
stock is much more speculative and doubt- 
less the company will desire to further re- 
duce bank loans before making any dis- 
tribution thereon. 


‘ DIVIDENDS 














Continental Gas & | 


Electric Corporation 


Chicago, Illinois 


The Board of Directors of the Conti- 
nental Gas & Electric Corporation has de- 
clared the following dividends upon the 
stocks of the Company: 


A dividend of 7% for the year 1926 on 
the Prior Preference stock, payable in 
quarterly instalments of 134% each. The 
first payment of 134% will be made April 
1, 1926, to stockholders of record at the 
close of business March 13, 1926. 


A dividend of 6% for the year 1926 on 
the Participating Preferred stock, payable 
in quarterly instalments of 114% each. 
And an extra dividend of 2% for the year 
1926, payable in quarterly instalments of 
%% each. The first payment of 14% 
and 14% extra will be made April 1, 1926, 
to stockholders of record at the close of 
business March 13, 1926. 


A dividend of 6% for the year 1926 on 
the Preferred Stock, payable in quarterly 
instalments of 14%2% each. The first pay- 
ment of 144% will be made April 1, 1926, 
to stockholders of record March 13, 1926. 


A dividend of $4.40 per share for the 
year 1926 on the no par Common stock, 
payable in quarterly instalments of $1.10 
each. The first payment of $1.10 will be 
made April 1, 1926, to stockholders of 
record March 13, 1926. 


For the purpose of payment of dividend 
thereon, the o!d par value Common stock 
st:ll outstanding will be considered as hav- 
ing been exchanged into the new no par 
value Common stock on the basis hereto- 
fore determined. 


L. H. HEINKE, Secretary. 
Chicago, January 27, 1926. 




















UNITED PROFIT-SHARING CORPORATION 


PREFERRED STOCK DIVIDEND 

A semi-annual dividend of five per cent 
(5%) has this day been declared upon the 
Preferred Capital Stock of this Company 
issued and outstanding, payable April 30th, 
1926, to stockholders of record at the close 
of business on March 3ist, 1926. 

No dividend shall be paid on or by reason 
of any and all beneficial certificates for pre- 
ferred stock. 

The stock books will not be closed. 

E. A. WERNER, Treasurer. 

Dated, March 16th, 1926. 





Office of 
THE WESTINGHOUSE AIR BRAKE CO. 
Pittsburgh, Pa. 

March 12, 1926. 
DIVIDEND—The Board of Directors has 
this day declared a quarterly dividend of One 
Dollar and Fifty Cents ($1.50), and an extra 
dividend of Twenty-five Cents ($0.25) per 
share, payable on April 30th, 1926, to stock- 
holders of record at the close of business on 

March 3ist, 1926. : 
Ss. C. McCONAHEY, 
Treasurer. 


MEETING NOTICE 


Office of the 

WESTINGHOUSE AIR BRAKE COMPANY 
Pittsburg, March 12, 1926. 
NOTICE of ANNUAL MEETING—For the 
purpose of holding the annual meeting of the 
stockholders of this company on April 13, 
1926, the stock transfer books of the com- 
pany shall be closed from 3 o’clock P. M. 
on Wednesday, March 31, 1926, until 10 
o’clock A. M. on Wednesday, April 14, 1926. 

Ss. C. McCONAHEY, Treasurer. 











DIVIDENDS 


THE UNITED GAS AND 


ELECTRIC CORPORATION 


111 Broadway New York 
February 25, 1926. 


The Board of Directors this day declared 
a quarterly dividend of 142% on the preferred 
stock of the Corporation payable April 1, 
1926, to stockholders of record March 16, 
1926. 


Upon presentation and surrender of their 
respective shares of first preferred stock of 
the former The United Gas and Electric 
Corporation and/or scrip certificates of the 
Corporation issued for fractional shares of 
preferred stock, after the close of business on 
March 16, 1926, there shall be paid said quar- 
terly dividend to the holders of such shares 
of first preferred stock and said scrip certifi- 
cates, upon the full shares of preferred stock 
issuable to them on such surrender and ex- 
change, together with dividends thereon at 
the rate of 5% per annum for the period from 
Ju:y 20, 1923, to July 1, 1925, and at the 
rate of 6% per annum from July 1, 1925, to 
January 1, 1926. 


J. A. McKENNA, Treasurer. 


—— | 








International Telephone and Telegraph 


Corporation 


New York, March 11, 1926. 
The directors of the International Tele- 
phone and Telegraph Corporation have de- 
clared the regular quarterly dividend of one 
and one-half per cent (1%%) on the capital 
stock of the company, payable April 15, 1926, 
to stockholders of record March 26, 1926. 
H. B. ORDE, Treasurer. 





The Board of Directors of the 
ELMIRA WATER, LIGHT AND 
RAILROAD COMPANY 


Elmira, N. Y., March 11, 1926. 
has declared a dividend of one and three- 
quarters per cent (1%%) on the Seven per 
Centum Cumulative First Preferred Stock of 
this Company, and a dividend of one and one- 
quarter per cent (14%%) on the Five Per 
Centum Cumulative Second Preferred Stock 
of this Company, payable March 31, 1926, to 
stockholders of record March 18, 1926. 

H. B. CLEVELAND, Treasurer. 





KANSAS GAS AND ELECTRIC COMPANY 
Wichita, Kansas 
PREFERRED STOCK DIVIDEND NO. 64 
The regular quarterly dividend of one and 
three-quarters (1%%) on the Preferred Stock 
of this Company has been declared for pay- 
ment April 1, 1926, to preferred stockholders 
of record at the close of business March 15, 

1926. 
P. F. GOW, Treasurer. 


< 








WILLIAM WHITMAN 
COMPANY, INc. 
Preferred Dividend No. 25 


A regular quarterly dividend of 
13,% ($1.75 per share) has been de- 
clared upon the preferred capital stock of the 
William Whitman Company, Inc., payable 
April 1, 1926, by the State Street Trust 
Company, Transfer Agents, Boston, Mass., 
to stockholders of record at the close of 
business March 16, 1926. 


NELSON A. HALLETT, Treasurer. 



















“THE PACIFIC TELEPHONE 
GRAPH COMPANY 
Notice of Dividend on Common Stock 
A dividend of One Dollar and Seventy Five 
Cents ($1.75) per share on the Common Stock 
of this Company will be paid on Wednesday, 
March 31, 1926, to stockholders of record at 
the close of business on Saturday, March 20, 
1926. 


AND TELE- 





T. V. HALSEY, Secretary. 
San Francisco, March 4, 1926.” 
THE LEVERICH REALTY CORPORATION, 


No. 143 Montague Street Brooklyn, New York, 
March 12, 1926—The Board of Directors of 
this Corporation has declared a semi-annual 
dividend of three and one-half (3%%) per 
cent, upon the Preferred Stock, payable 
March 22nd, 1926, to Stockholders of record 
at the close of business March 15, 1926. 


WILLIAM L. TAYLOR, Treasurer. 





THE LEVERICH REALTY CORPORATION, 


No. 143 Montague Street, Brooklyn, New 
York, March 12, 1926—The Board of Direc- 
tors of this Corporation has declared a semi- 
annual dividend of five (5%) per cent, upon 
the Common Stock, payable March 22nd, 
1926, to stockholders of record at the close 
of business March 15, 1926. 


WILLIAM L. TAYLOR, Treasurer. 
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Weekly Business and Financial Summary 
(Principal features of this page elaborated and interpreted in the “Trend of Things.”’) 





Week’s Sales , 
Representative active stocks as of Wednesday, Mar. 17, Average Stock Prices 
1926: Week’s sales—Thursday, 1,719,298 shares; Friday, 1926 1925 
1,524,811 shares; Saturday, 1,012,130 shares; Monday, 1,532,- ‘ 
650 shares; Tuesday, 1,428,530 shares; Wednesday, 1,489,- Mar.17 May 10 Mays Mar. 11 
022 shares. r eS eee er ee 103.72 105.79 100.47 89.26 
" . cs ee | ere 124.07 125.87 122.68 116.74 
High Low eoog “— 41 Combined ........... 114.90 115.83 111.57 103.00 - 
; ynonl This EOE oo sxs nvasavxe 27.47 27.73 27.28 26.10 
-—1925——_,_ NAME of STOCK Week Week 
297% 158% Amer. Can ........ 311% 287% Bond Dealings, Jan. 1 to Date 
144% 104% Amer. Locomotive 105 991% 1926 ; 1925 1924 
7 % 3, 21% “ os 
=< le A aig Lt ‘te a ae U. S. Gov. bds....... $65,590,450 $95,552,700 $191,202,554 
145 130% y pom Tel. & Teleg 148% 145% Other dom. bds. 503,609,400 636,207,500 449,915,000 
53% 35 Anaconda itr cae 46% 4514 Foreign DGS. 2.5... 133,709,350 143,129,200 101,828,200 
1 93 9 9 / 
Rit 116% a Pay eg hy B41 Bg Total all bds. ....$702,909,200 $874,889,400 $742,945,754 
146 107 Baldwin Loco. ...... 109% 105% Public Utility Stocks 
94% 71 Baltimore & Ohio .. 91% 88% 
64% 43% Cerro de Pasco 64 62% Bid Asked Bid Asked 
130% 891%, Chesapeake & Ohio 132% 130% Am. Pub. Util. .. 77 82 Kings Co. Lt. 7% 
83 474%, Chic. & N. W. le 70% 67% Ce: 81 e Louisv. G. & El. A 24 24% 
58% 40%, Chic., R. I. & Pac... 48 % 43% Assoc. G. & El pf. 50 51 Miss. Ri. Pr. .. 60 : 
89% 82 Rock Isl. 6% pf..... 8556 85 Cent. Til. Pub. Miss. Pr. & L. pf.102 106 
97 74% Consolidated Gas 95 92%4 Ser. 6% pf. .. 89 92 Nat. Pub. Ser. pf. 
42% 3238, Corn Products ..... 39% 37% Cent. Pr. & Lt pf. 964% 98 Wasa ere foie SiN Wien 92% 95 
845% 64% Crucible Steel ...... 71% 70 Cent. St. El. pf... 93 96 No. St. Pr. pf...100% 101% 
94% 89% El. Pr. & Lt. 7% pf.. 93% 91% a Serv. ..... o i tag ‘" a. pf. — ” 
124% 1 ioe Serres 58 G Parti. Bi. Pr... ..< # 5 
337% 227% eat Blestric 328% 318 Colum, El. & Pr..180 187 Pub. Serv. Co. pf. 97 100 
149% 645 General Motors ..... 125% 1255 Commonw. Edi. ..140 142 Pug. Sd. P. & L.. 51 56 
54% 45% Gen. Outdoor A 5434 54 Cons. Ga, pr..... 53% 59% Rep. Ry. & Lt... 88 96 
82% 60 Great Northern 73% 71% Cont. Gs. & El... .. 130 Sierra Pac. El. .. 25 27% 
37% 25%, Hartman Corp. .... 30% 29 3% Cons. Pr 6% pf 96 98 Southw. Pr. & L. 
47% 34% Household Products. 41 42% East. Tex. El. pf.102 104 Eee ee 101 102% 
88% 21% Hudson & Man 36% Emp. Gs. & Fl. .. 97 100 Stand. P. & L. pf. 91% 95 
59% 463% Kennecott Copper 52% Galv.-Hous. El... 22 25 Tampa El. Co. 310 320 
46 34 Magma Copper ..... 401% Georg. Ry. & Pr.125 133 Um. P&L. 1% 
187% 113% N. Y. Central ...... 123% Ill. Pr. & Lt. pf.. 97% 100 C See ee ee 93 98 
151% 123% Norfolk & Western.. 147% Inters. Pr. 7% pf. 93 98 
78% 58% Northern Pacific . 69 ‘ i 
83% 59% Pan-Amer. Petrol. .. 645% | > Standard Oil Stocks : 
90% 70 Pathe Ex. A .....% ; 6414 Bid Asked Bid Asked 
55% 421% Pennsylvania R. R... 51% Anglo-Amer, 1814 18%, So. Penn. Oil ...163 167 
33% Ta ae | ee 27 Atlan. Refin. 991% 100 Stand. of Cal. 56% 56% 
64% 42 Rep. Iron & Steel 535% Borne-Scrymser .250 260 Stand. O. of Ind. 645 65 
238% 147% Sears Roebuck ..... 195% Chesebrough -. 67% 69 Stand. O. of Kan. 30% 31 
108% 96 Southern Pacific 99 = Continental Oil 21% 22 Stand. O. of Ken.120% 122 
120% 775; Southern R’way .. 110% Galena-Sig. Oil . 25 27 Stand O. of Neb.230 232 
102% 57% St. L. & Frisco.... 90% Humb. Oil & Ref. 87% 88 Stand. O. of N. J. 43% 43% 
56% 501% Stand. Gas 8% pf... oes. Imperial Oil, Ltd. 35 35% Stand. O. of N. Y. 34% 3414 
55 42% Texas Company . 50 3% Int, Petrol, ..... 31% 32% Stand. O of Oh...330 335 
101% 70 Tobacco Products 106 Oe) eee 63 63% Swan - Finch Oil 
153% 133% Union Pacific ...... 145% Penn.-Mex. Fl. .. 18% 20 a ke ewe ee 19 201% 
108% 92% U. S. Rub. 8% pf... 105% Prairie Oil & Gs. 55% 56 Vacuum Oil sea a 100 101% 
139% 212% WU. S. Steel «..0.00s 124% Solar Refin 196 200 Wash. Oil ..6++. 50 
713% 553%, Wabash A pf, ...... 71% | 
Westinghouse Mfg... | 



































, Car Loadings Ratio of Reserves 
Foreign Exchange Loading of revenue freight for the With all percentages computed on 
1926 week ending on March 6 totaled 964,- the basis introduced by the Reserve 
= ~ 681 cars. This was an increase of Board on March 13, 1921, the high- 
Mar.17 Year Ago 52,023 cars over the preceding week, est and lowest reserve percentages 
ee ee $4.85 33 $4.77% when freight shipments were reduced of the Federal Reserve system com- 
Fr. Franc ...... 3.57% 5.17 somewhat, due to the observance of pare as follows: 

: 4.013 4.05% Washington's’ Birthday. Compared High Low 
Lira ....eeeeeee Jide ‘we with the corresponding week last year Lo rere 75.6 Mar. 17 70.2 Jan. 6 
Belgian Fr. 4.03% 5.05% the total for the week of March 6 Ieee. .éo:ssi0e 78.8 Jan. 21 66.1 Dec. 23 
SES, Seer: 40.04 39.92 was an increase of 32,637 cars and Gj 33.7 Jan. 21 70.5 Dec, 24 
accilitn 14.125 14.125 an increase of 35,300 cars over the SEE iwaiaae 78.2 July 25 71.3 Jan 6 

Pree) Peete nee ie i corresponding week in 1924. 1922 ......36.1 Aug. 9 71.1 Jan. 3 
DOMMOATK 6.00016 26.16 18.07 Loadings for the week ended SORE wisK0 06 76.1 Dec, 17 46.4 Jan. 7 
Germany ....... 23.81 23.80 March 6 make the following compari- The reserve percentages of the New 
Norway ......:- 21.44 15.37 son with weeks of this and preced- York Reserve Bank compares as fol- 
Co eee 14.08 14.20 ing years: lows: High Low 
ee 26.77 26.93 1926. 1925. 1924. eee 86.7 Jan. 27 75.1 Feb. 24 
Switzerland .... 19.24 19.26 Mart €.4<<5%% 964,681 932,044 929,381 errs 85.5 July 29 69.6 Feb. 25 
Brazil .......... 14.37 11.12 [Sj 912,658 864,096 944,514 OAS Sawcee 91.5 May 21 70.8 Oct. 10 
SRR > abe eles 12.03 11.56 | 931,743 925,886 845,690 1923 ......87.6 Jan. 26 75.0 Jan. 3 
Canadian Dollar. 99.62 99.90 Se | Se 917,144 902,877 906,489 a, eee 89.6 Jan. 25 79.3 Jan. 4 

SS ery 914,904 929,130 906,017 eee 84.1 Sep. 21 86.5 Feb. 4 












































Crude Oil Production Commodity Prices 
Daily Average Money Rates Mar.17 Mar. 18 
(Figures in barrels) FOODSTUFFS— 1926. 1925 
1926 1925 OG SION 6 .Gik wae k ei eaon en 412% Wheat, No. 2 red....$1.92% $1.88 
Mar.1i3 Mar. 14 tn RIOR ooo 5c ke xa cee snes 414% — (new), No. 2 yel. .91 1.33% 
Oklahoma ........ 452,700 458,400 ; 1% % ye, No. 2 white 99 1.31% 
NN se canes 103,350 84,550 PEE PEPE sos r+ 14% Oats, No. 2 white .. 50 ‘57 
North Texas ..... $3,450 88,700 Rediscount Rates ......+... 4% FL, std. Spg. pts.8.50@9.00 8.85 
E. Cent. Tex. 59,200 163,550 Bankers Acceptances ...... 3% % — No. 7 Rio 17% 21 
W. Cent. Tex. 80,250 54,600 aN 2015 Sugar, granulated .. .05 -0620 
Re eae Shae 39.650 50100 Bar pentalata nantan rere 30tga uEraLe— 
No. Louisiana 48,650 50,550 Bar Silver, New York ..... 66 Iron, 2X Phila. 23.50 25.50 
a feiesnhny gee get Steel billets, Pitts. ..35.00 40.00 
xu a ee 5, 4 Se .4e bbs esas aes 8.30 8.90 
Eastern .......... 97,500 99,000 London Market ace 14.07% 14.20 
Wyoming ........ 74,250 79,550 Money in London % lower at 4% Zinc, E. St. L. del... 7.47% 7.30 
Montana ....ccess 18,400 7,800 p Been cas oe ah we oe 66.00 52.85 
a 7,200 2,450 per cent; short bills, re up in bid, TEX 2 rer : 
New Mexico ..... 3,900 500 444@4% per cent; three months’ bills, EXTILES— A 
tage 607.500 603.000 ‘ Cotton, mid upland 19.30 25.65 
sete eeee ’ a unchanged at 4% per cert. PRUROUIOEMD cciccesices .e .07 
ee 1,935,200 1,949,200 Suk, Japan, No. 1 . 6.35 6.35 
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Here is a Way to Find Out the 
Best Form of Investment for You 


nw » . 


G Constant trading in and out of the 


market on tips, rumors and gossip, 
is risky and piles up charges against 
you; increases the possibility of 
loss. But the right policy once 
formed and adhered to steadily 
can build up profits with almost 
amazing speed. 


GWe believe that the dest results 


from investment, the better-than 
average returns that will increase 
your capital with such amazing 
speed, can be secured only through 
securing sound, general advices 
and adapting them to your own in- 
dividual needs. A man earning 
$5000 a year with a total capital of 
$10,000 obviously should buy dif- 
ferent stocks, place different per- 
centages of his money in “Business 
Men’s” Investments, and in Bonds 
than should his neighbor who has a 
$15,000 salary and$100,coo capital. 


Q.To the right of this column is a de- 


scription of the subjects covered in 
our latest investment bulletins, 
which we will send you free. Re- 
member while you are reading 
these bulletins that the statements 
madein them are basedona method 
worked out 22 years ago, with a 
record ever sinceof being profitably 
accurate. For example, indepen- 
dent audits made of our recom- 
mendations over a period of years 
have proved that investors who 
followed Brookmire’s advices 
should havesecured average profits 
of over 25% a year from outright 
purchases of securities. And this 
bulletin service is but apart of what 
Brookmire offers to all investors. 


QEvery Brookmire client, in addi- 


tion to weekly, fortnightly and 
monthly bulletins that discuss ev- 
ry phase of investment, receives 
the privilege of special and indi- 
vidual advice on his own problems, 
whenever he requires it. This 
personal, interested service is one 
of thereasons for thesteadygrowth 
of the Brookmire clientele. 


@Such a Service with such a record 


of accuracy certainly should en- 
able you to increase substantially 
your income from investments. 
Youcan secure now without charge 
currentbulletins that tell what tode 
in securities and our special folder 
“26% Average Annual Profit”, 
which explains how such unusual- 
ly successful investment results 
can be obtained. The coupon is for 
your convenience, Mail it today. 
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What Should 
Your Policy Be Now? 


O you think stocks will go up 

to new high levels or is belief 

in a bear market influencing you 

to sell now? Sugars—oils—rails— 

equipments? Which offer the best 

possibilities — or should you leave 

them all alone now? What do you 
plan to do? 


The position of the stock market 
now and its probable trend; the 
situation in bonds and whether 
long or short maturities are best 
are all discussed in our latest bul- 
letins. These bulletins are specific, 
concrete and detailed. They give 
definite advice on what policy is 
best now. We will send you copies 
free. Mail the coupon. 


BROOKMIRE 


ECONOMIC SERVICE, INC. 
570 7th Ave., New York 


Please send me, without obligation, 
copies of your latest bulletins discuss- 
ing the stock market and containing 
recommendations as to the best policy 
now. Also, I would like a complimen- 
tary copy of your folder “26% Aver- 
age Annual Profit,” telling how a re- 
markable investment record was made 
and how it can be duplicated now. 
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